—  JAMLS 





The President's 


"Advisory Committee on 





ay oe 


~ Government Housing 


Policies and Programs 


£ @ i gy 
2 

s vith al 
. Jy “ &. b 
Co fae § 
2 at 
> ae | 

£ 

es pe A : * “6 “ ~ F , 

at ot eh 
* shy” 


A REPORT TO THE 


PRESIDENT OF THE UNITED STATES 


Dacauanes, 1953 


pely7 


wate 





RECOMMENDATIONS ON 
Med 
K24634 
(Government 
Housing Policies 


and Programs 


A REPORT 
OF THE PRESPRENT*S"ADVISORY COMMTTter on 


GOVERNMENT HOUSING POLICIES AND PROGRAMS 


December, 1953 





PRESIDENT’S ADVISORY COMMITTEE ON GOVERN- 
MENT HOUSING POLICIES AND PROGRAMS | 


ALBERT M. CoLE, Chairman 





George L. Bliss 
Ernest J. Bohn 
Ehney A. Camp, Jr. 
Miles L. Colean ° 

A. R. Gardner 
Richard J. Gray 
Richard G. Hughes 
Rodney M. Lockwood 
William A. Marcus 
Norman P. Mason 
Robert M. Morgan 


Thomas W. Moses 
Aksel Nielsen 
Robert B. Patrick 
James W. Rouse 
Bruce C. Savage 
John J. Scully | 
Alexander Summer 
James G. Thimmes 
Ralph T. Walker 
Paul R. Williams 
Ben H. Wooten 


W. HERBERT WELCH, Hvrecutive Director. 










GHUFIC | 


se 


Laas yay 


| WELLCOME INSTITUTE 
LIBRARY 


[col.| weiiOmec | 


PRE SEO ER OEIC 


ETRY IU EI SY MENTO etry 





For sale by the Superintendent of Documents, U. 8. Government Printing Office 
Washington 25, D. C. - Price $1.00 


II 


EXECUTIVE COMMITTEE 


Albert M. Cole, Chairman 
George L. Bliss Aksel Nielsen 
Ernest J. Bohn James W. Rouse 
Rodney M. Lockwood 


SUBCOMMITTEE ON FHA AND VA HovusiInG PROGRAMS AND OPERATIONS 


Rodney M. Lockwood, Chairman 
William A. Marcus Thomas W. Moses 
Robert M. Morgan John J. Seully 


SUBCOMMITTEE ON URBAN REDEVELOPMENT, REHABILITATION, AND CONSERVATION 


James W. Rouse, Chairman 
Ehney A. Camp Alexander Summer 
Richard J. Gray Ralph T. Walker 


SUBCOMMITTEE ON HOUSING FOR LOW-INCOME FE'AMILIES 


Ernest J. Bohn, Chairman 
Bruce C. Savage Paul R. Williams 
James G. Thimmes Ben H. Wooten 


SUBCOMMITTEE ON HOUSING CREDIT FACILITIES 


George L. Bliss, Chairman 
A. R. Gardner Aksel Nielsen 
Richard G. Hughes Robert B. Patrick 
Norman P. Mason 


SUBCOMMITTEE ON ORGANIZATION OF FEDERAL HOUSING ACTIVITIES IN THE 
FEDERAL GOVERNMENT 


Aksel Nielsen, Chairman 


George L. Bliss Thomas W. Moses 
Ernest J. Bohn Robert B. Patrick 
Miles L. Colean James W. Rouse 


Rodney M. Lockwood 


ge a 


DECEMBER 14, 1953. 
THE PrEsIDENT, 

Tue Wurire House, 
Washington 25, D.C. 


My pear Mr. PresipEent: I have the honor to present herewith the 
report of the Advisory Committee on Government Housing Policies 
and Programs. 

The Committee’s report, including the reports of the several ‘Sub- 
committees, has been agreed to by each of the members. This does not 
mean that there 1s unanimous agreement by each and every member 
as to each and every recommendation. Each of the Committee recom- 
mendations was adopted by a majority vote. Where a substantial 
number of the members disagreed with the majority, both points of 
view have been presented in ‘the report in order that you may have 
the advantage of the full thinking of the Committee members. 

During the 9 weeks that the Committee has been studying the 
Federal Government’s housing programs and organization, it has 
been mindful of your specific request that there be ‘developed. a series 
of recommendations which would clearly identify the proper role of 
the Federal Government in the housing field and outline “more eco- 
nomical and effective means for improving the housing conditions of 
our people.” It is most certainly the consensus of the Committee that 
the recommendations as a whole represent a sound approach to the task 
of better meeting the housing needs of our people. 

I cannot conclude my for mal presentation of the Committee report 
without emphasizing the great sincerity and dedication to the task 
you assigned them which “motivated each and every member of the 


Committee. 


Respectfully ; 
Chairman. 
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REPORT OF THE PRESIDENT’S ADVISORY COMMITTEE 
ON GOVERNMENT HOUSING POLICIES AND PROGRAMS 


The President of the United States has asked for recommendations 
to develop a new and revitalized housing program. That program 
should meet the problems of housing and sound community develop- 
ment through a series of related actions. Recognizing this, no single 
recommendation of the Committee could be considered an adequate 
solution in itself—the program must be closely integrated, compre- 
hensive, and meet the twin objectives of satisfying the demand of the 
American people for good homes and the maintenance of a sound and 
growing economy. | 

To accomplish these aims, action is recommended in five areas: 
First, a vigorous attack on slums and a broad effort to prevent the 
spread of slums; second, the effective maintenance and utilization of 
existing houses; third, a steady increase in the volume of building of 
new houses; fourth, special assistance for families of low income; 
fifth, reorganization of the Housing Agency itself for greater effi- 
ciency and economy. 

To wipe out existing slums and to check the spread of blight is a 
major goal of our housing program. To reach this goal we must re- 
move houses and clear areas of our cities which are beyond recall; we 
must restore to sound condition all dwellings worth saving. In this 
way we can establish as healthy neighborhoods vast areas of our cities 
which are now blighted or badly threatened by blight. 

A piecemeal attack on slums simply will not work—occasional 
thrusts at slum pockets in one section of a city will only push slums 
to other sections unless an effective program exists for attacking the 
entire problem of urban decay. Programs for slum prevention, for 
rehabilitation of existing houses and neighborhoods, and for demoli- 
tion of wornout structures and areas must advance along a broad 
unified front to accomplish the renewal of our towns and cities. This 
approach must be vigorously carried out in the localities themselves, 
and will require local solutions which vary widely from city to city. 

The Committee is impressed with the tremendous interest evident 
throughout the country in rehabilitation and neighborhood conserva- 
tion as well as the important corrective efforts recently launched in 
some of our cities. The program recommended here is designed to 
encourage and stimulate this activity through: 

(1) Federal assistance to help. communities help themselves attack 
the problem of the spread of slums at every stage of urban decay. 
Federal grants and loans to communities are recommended for the 
clearance of slums and for providing parks, playgrounds, street im- 
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provements, and other public facilities required for the effective 
rehabilitation and maintenance of healthy neighborhoods; 

(2) Extension of long-term FHA mortgage insurance into desig- 
nated older areas of our communities so that liberal financing will be 
available to build and to rehabilitate dwelling units for sale and rent; 

(3) The establishment of an advisory service in the Housing and 
Home Finance Agency to help the cities keep posted on new techniques 
for urban renewal as they evolve among cities Sea Sak the country, 
and 

(4) The formation outside Government of a broadly representa- 
tive national organization to help promote and lead this dynamie 
program for renewal of the towns and cities of America. 

The development of effective renewal projects in some cities will 
help and guide others, and will point the way for the whole of the 
urban renewal program. To accelerate development of sound pilot 
projects the Committee recommends that a special fund of $5 million 
be made available to the Urban Renewal Administrator with wide 
discretion as to its use on experimental projects in selected com- 
munities, 

As a further continuing encouragement to high-level performance 
by the communities, it is recommended that one-third of the Federal 
grants made annually by the Congress for the purpose of betterment 
in housing be made specifically available to those communities with 
outstanding perfor mance rec ords in attacking the problems of urban 
decay. 

The Committee recommends certain modifications of the FHA pro- 
gram to adapt insured mortgage lending on new and existing hemes 
to the special housing needs of low-income families. It recommends 
this program be undertaken on a limited basis. 

It must be recognized that certain of our families, because of their 
low-income status, are unable to pay the costs of good housing. Also, 
any speedup in activity designed to cure urban blight will almost 
surely aggravate the conditions faced by these families and minority 
croups. Some form of public subsidy is required to meet this problem. 
The Committee is therefore recommending that the program of sub- 
sidized low-rent public housing as enacted by the Congress in the 
Housing Act of 1949 be continued. However, a number of amend- 
ments are offered to this Act which experience has demonstrated are 
needed in the operation of that program. Among these is a recom- 
mendation that low-income families displaced as a result of slum 
clearance, rehabilitation, or other public works be given preference in 
admission to subsidized public housing, 

The Committee is deeply concerned with the housing problems of 
minority groups. Too often, the opportunities of minority group 
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families to obtain adequate housing are extremely limited or non- 
existent. Too often, the workings of our free economy do not provide 
solutions that benefit minorities. The recommendations contained 
herein, if supplemented by changes in the attitude of private investors 
and bolstered by vigorous administrative practice, offer a basis for 
substantial improvements in the housing conditions of minority 
groups. Legislation alone cannot provide needed sites, a flow of mort- 
- gage funds, needed new construction, nor a solution of neighborhood 
and related problems. The legislation recommended will help, and, 
along with vigorous activities by public officials and private organ- 
izations throughout the Nation, real progress can be made in this field. 

Another and vitally important part of the comprehensive program 

recognizes that certain actions should be taken to encourage a con- 
tinued large volume of new building and the maintenance of existing 
housing. The flow of private-lending funds must be encouraged. 
The well established activities of the Federal Home Loan Bank Sys- 
tem and the Federal Housing Administration should be continued, and 
provisions of the FHA system should be modified to assure greater 
adaptability to present-day conditions. In addition, a privately 
financed secondary market facility should be established to level out 
the peaks and valleys in the flow of funds for mortgage investment, 
particularly in the smaller communities and those areas chronically 
short of investment capital. A committee of informed Government 
officials should be established and empowered to make certain that 
maximum interest rates on mortgages carrying FHA and VA insur- 
ance are responsive to upward or downward changes in the money 
market. 

A number of recommendations are made in the interest of efficiency 
and economy to consolidate and simplify the organization of housing 
activities of the Federal Government. ‘These activities should be 
grouped within a single agency, headed by an administrator with 
clear supervisory authority. The administrator should be relieved 
of direct operating responsibilities. A number of current activities 
have been found unnecessary, and should be terminated. Others do 
not properly belong in the Housing Agency and should be transferred 
to other agencies or departments. 

It must be reemphasized that these recommendations are a part of 
a comprehensive program and that no one nor even an exclusive group- 
ing of these recommendations can serve to accomplish the aims of the 
Committee. The primary concern of the Committee has been to 
broaden the whole approach to bettering the living conditions of the 
American people. It is in this spirit that the specific and detailed 
recommendations which follow are respectfully presented for the 
consideration of the President. 
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SUMMARY OF THE ADVISORY COMMITTEE’S\$PECIFIC 
RECOMMENDATIONS Nop=iged 


In order to carry out its detailed studies of the Government’s hous- 
ing policies and programs, the Advisory Committee set up five Sub- 
committees. The work of these Subcommittees was coordinated by 
the Executive Committee. The conclusions and recommendations of 
the several Subcommittees were reviewed, and in some cases modified, 
by the full Advisory Committee. The recommendations below are 
those finally adopted by the Advisory Committee. They are grouped 
by major purpose rather than by reference to the Subcommittees 
which originally proposed them. ‘The reports of the various Subcom- 
mittees constitute the appendices of this report. Appendix 1 is the 
report of the Subcommittee on FHA and VA Housing Programs and 
Operations; Appendix 2 is the report of the Subcommittee on Urban 
Redevelopment, Rehabilitation and Conservation; Appendix 3 is the 
report of the Subcommittee on Housing for Low-Income Families; 
Appendix 4 is the report of the Subcommittee on Housing Credit 
Facilities; Appendix 5 is the report of the Subcommittee on Organi- 
zation of Federal Housing Activities in the Federal Government. In 
connection with each of the Advisory Committee’s recommendations 
below, a reference is provided to the portions of the appendices which 
deal with the same subject. 


I. Statement of Basic Policy 


It is the conviction of this Committee that the constant improvement 
of the living conditions of all the people is best accomplished under a 
_ strong, free, competitive economy, that every action taken by Govern- 
ment in respect to housing should be for the purpose of facilitating the 
operation of that economy to provide adequate housing for all the 
people, to meet demands for new building, to assure the maintenance, 
restoration, and utilization of the existing stock of housing, and the 
elimination of conditions that create hazards to public safety and wel- 
fare and to the economic health of our communities, and that only those 
measures that prove to be successful in meeting these objectives should 
be continued. 


II. Recommendations Designed To Provide Special Aids to Local Com- 
munities and to Property Owners To Encourage the Conservation and 
Renewal of Decaying Neighborhoods 


1. The program of Federal loans and grants established by title I 
of the Housing Act of 1949 should be broadened. It should provide 
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assistance to communities for rehabilitation and conservation of areas 
worth saving as well as for the clearance and redevelopment of worn- 
out areas. Itshould make Federal loans and grants available for well- 
planned neighborhood projects at any stage of the urban renewal 
process provided they will clear blight and establish sound healthy 
neighborhoods. (Appendix 2, Recommendations 1 and 3.) 

2. An urban renewal fund should be established to provide both 
loans and grants to local communities for urban renewal. The size 
of the fund should be sufficient to permit necessary advance planning 
and it should be augmented yearly in such amounts as the Administra- 
tion and the Congress may determine. The grant funds presently au- 
thorized and unused under Title I of the Housing Act of 1949 should 
be transferred to the urban renewal fund. The studies of the Com- 
mittee indicate that they are adequate to cover requirements for at least 
the next fiscal year. Additions to the fund should be made yearly in 
such amounts as the Administration and the Congress may determine, 
taking into consideration the capacity of the program and the financial 
ability of the Federal Government to provide the necessary funds. 
(Appendix.2, Recommendation 5.) 

3. To provide technical and professional assistance to communi- 
ties, at their request, for the planning and development of programs 
for urban renewal, an urban renewal service should be established in 
the Urban Renewal Administration (a proposed new constituent of 
the Housing and Home Finance Agency, which will be described later 
in this report). (Appendix 2, Recommendation 6.) 

4, To encourage more effective action among the cities in facing 
up to their problems of blight the present basis for geographical allo- 
cation of funds should be modified to make one-third of the capital 
grant funds available to those cities showing the highest level of per- 
formance in a positive overall attack on urban decay. (Appendix 2, 
Recommendation 10.) 

5. A special fund of $5 million should be set aside from the pres- 
ently authorized funds for grants under Title I of the Housing Act 
of 1949 to be used in testing, developing, and reporting slum preven- 
tion and slum elimination techniques in American communities. Ex- 
penditures from this fund should be on a two-thirds grant basis but 
should be made available to communities without regard to the restric- 
tions imposed on other loan and grant funds. Lessons learned 
through this activity will be of great value to other cities and to the 
Federal Government in the refinement and improvement of the urban 
renewal program. (Appendix 2, Recommendation 11.) 

6. To help the smaller communities and to stimulate planning and 
action on a metropolitan area basis, grants are recommended on a 
matching basis to state or metropolitan area governmental planning 
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agencies to cover the cost of technical assistance. (Appendix 2; Rec- 
ommendation 16.) 

7. The Federal Housing Administration should be authorized to 
insure the private financing of dwellings in urban renewal areas. To 
carry out this recommendation the Committee urges that Title IT of 
the National Housing Act be amended by the addition of a new Sec- 
tion 220 which would empower the Federal Housing Commissioner 
__ to insure loans on liberal terms for the rehabilitation of existing prop- 
erties and for the construction of new dwellings in designated renewal 
areas, provided the local community has taken appropriate action and 
presented evidence that it has developed a workable program to at- 
tack the problem of urban decay. The Committee agrees that unrea- 
sonable rent increases ought not to follow rehabilitation. The Section 
220 proposal contemplates the establishment of maximum rents for 
structures of 12 or more units. This control would follow the same 
procedures now used by the Federal Housing Administration in its 
large-scale rental housing program. A substantial minority felt that 
similar provision should be made to cover all rehabilitated structures 
including single-family homes. (Appendix 1, Recommendation 16; 
Appendix 2, Recommendation 7; Appendix 3, Recommendation 1.) 

8. To see to it that Federal assistance as related to local programs 
which actually face up to the local problems, the Committee recom- 
mends that extension of Federal financial assistance and the insur- 
ance of mortgages in urban renewal areas be conditioned upon the 
submission by the local communities of a workable program to attack 
the problem of urban decay. 

The same type of evidence should be presented by the community 
before Federal assistance is granted for low-rent subsidized housing. 
Determinations regarding compliance with the requirements should 
be made by the Housing and Home Finance Administrator on the 
advice and recommendation of the Urban Renewal Administration, 
in order that all Federal action, be it in the form of loans, grants or 
mortgage insurance in urban renewal areas can be closely coordinated 
in the interest of both the local community and the Federal Govern- 
ment. (Appendix 2, Recommendations 2, 3, 8 and 9; Appendix 3, 
Recommendation 5; Attachment to Appendix 3.) 

9. A broadly representative private organization should be formed 
outside the Federal Government with congressional and/or Presi- 
dential sponsorship to mobilize public opinion in support of vigorous 
action by the communities in slum prevention, neighborhood conser- 
vation and other urban renewal activities. There is a need for 
vigorous and responsible leadership on a national scale to promote 
the type of integrated urban renewal program which is recom- 
mended. Such an undertaking should not be a direct activity of the 
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Federal Government but rather should be carried out by a private 
organization which will bring together top leaders in business and 
labor, trade, civic and religious organizations. (Appendix 2, Recom- 
mendation 12.) 

10. The Committee urges that this private national organization 
encourage inquiries into the ownership and operation of slum property 
and the failure of cities to compel compliance with their health and 
housing codes. Such inquiries into the nature of the slum problem 
and some of its principal causes can be important first steps in 
activating public opinion in support of effective slum prevention and 
urban renewal programs. Appendix 2, Recommendation 13.) 


III. Recommendations Designed To Maintain and Improve the Existing 
Housing Supply 


1. The minimum down payments and maximum amortization 
periods recommended elsewhere in the report for Section 203 of the 
National Housing Act should be made available to both existing and 
new homes. The adoption of this recommendation will put good used 
housing within the financial reach of more families. (Appendix 1, 
Rocummmendenae 5.) 

2. Title I of the National Housing Act should be amended to permit 
Class I (a) loans to finance the HoderBiaationl or repair of existing 
structures up to a Maximum amount of $3,000 with a maximum term 
of 5 years. This recommendation is designed to permit somewhat 
larger character loans for a longer amortization period to encourage 
the modernization of single-family homes. (Appendix 1, Recom- 
mendation 1.) 

3. With respect to the insurance of Class I (b) loans for the modern- 
ization, repair, or conversion of residential structures which is now 
authorized under Title I of the National Housing Act, the Committee 
recommends two changes. Tirst, for those structures which are de- 
signed for the use of 2 to 4 families, the present $10,000 loan limita- 
tion should be retained but the maximum term of the loan should be 
increased to 10 years. Second, for the rehabilitation of larger prop- 
erties designed to accommodate more than four families, it is recom- 
mended that insurance of loans be authorized up to a maximum of 
$10,000 per structure or $1,500 per unit, whichever is greater, and 
have a maximum term of 10 years. (Appendix 1, Recommendation 2.) 

4. The Federal Housing Administration should utilize every avail- 
able administrative control to assure that home owners are protected 
against possible losses from irresponsible parties utilizing the modern- 
ization program under Title I of the National Housing Act. (Ap- 
pendix 1, Recommendation 3.) | 
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5. The National Housing Act should be, amended to permit. the 
Federal Housing Administration to include an open-end clause in its 
insurance contracts. Although it is recognized that there are some 
legal difficulties in this recommendation, it is the opinion of the Com- 
mittee that wherever State laws permit, the Federal Housing Admin- 
istration should authorize open-end mortgages, provided advances 
of funds under such mortgages are used exclusively for repairs, 1m- 
- provements, enlargements, modernization, or permanent additions to 
the realty. (Appendix 1, Recommendation 25.) 

6. Appropriate administrative steps should be taken by the Federal 
Housing Commissioner to permit wider use of the trade-in house pro- 
eram as a means of upgrading the existing inventory of housing. 

(Appendix 1, Recommendation 28.) 


IV. Recommendations Designed To Encourage Private Building Activity 


1. Section 203 of the National Housing Act should be amended to 
provide Federal Housing Administration insurance of mortgage loans 
on 1- to 4-family homes of 95 percent of the first $8,000 of the value 
and 75 percent of the excess with an increase in mortgage ceilings 
to $20,000 for 1- and 2-family dwellings, $27,500 for 3-family dwell- 
ings, and $35,000 for 4-family dwellings. (Appendix 1, Recommen- 
dation 6.) 

2. The maximum term for all home mortgages insured under Sec- 
tion 203 of the National Housing Act should be increased to 30 years. 
(Appendix 1, Recommendation 7.) 

3. For multifamily rental housing under Section 207 of the National 
Housing Act the upper mortgage limit of $10,000 per unit should be 
removed and the maximum mortgage should be determined by apply- 
ing $2,000 per room or 80 percent of value, whichever is less, with 
$2,400 per room for fire resistant or fireproof elevator structures. For 
projects having an average of less than four rooms the $7,200 maxi- 
mum mortgage should be retained. (Appendix 1, Recommenda- 
tion 13.) 

4. Section 207 of the National Housing Act should be amended to 
clarify the authority of the Federal Housing Administration to insure 
loans up to 90 percent of value but not in excess of $7,200 on projects 
where the average number of bedrooms is not less than two per unit. 
(Appendix 1, Recommendation 14.) 

5. Mortgage ceilings for cooperative housing projects under Section 
213 of the National Housing Act should be modified to provide $2,250 
per room if there are 4 or more rooms per unit; $2,700 per room for 
fire resistant or fireproof elevator structures; $8,100 per unit for 
projects averaging less than 4 rooms per unit. But in no case should 
these amounts be in excess of 90 percent of cost. For projects with 


9 


PRESIDENT’S ADVISORY COMMITTEE ON HOUSING 


more than 50 percent veteran participation the mortgage ceilings 
should be increased appropriately to allow for the 95 percent mortgage 
which is available to them. (Appendix 1, Recommendation 15.) 

6. The term of all Federal Housing Administration debentures 
issued in settlement of foreclosure claims should be 10 years from 
date of issue. (Appendix 1, Recommendation 23.) 

7. The privilege of using Federal Housing Administration de- 
bentures in payment of insurance premiums should be continued with- 
out change. (Appendix 1, Recommendation 24.) ? 

8. Title I, Section 8 of the National Housing Act should be repealed 
and a similar program should be set up in Section 2038. The maximum 
insurable mortgage should be increased from $5,700 to $6,000. In 
addition, the Federal Housing Commissioner should be authorized 
to permit a service charge on such loans. (Appendix 1, Recommenda- 
tions 4 and 8.) 

9. The Federal Housing Administration should be provided with a 
single, revolving insurance authorization to cover all mortgage insur- 
ance operations. During any fiscal year the total authorization should 
not exceed the sum of outstanding balances of insured mortgages in 
force and outstanding commitments as of the beginning of the fiscal 
year plus $3 billion. (Appendix 1, Recommendation 26.) 

10. The group accounts now maintained under the mutual mortgage 
insurance system under Section 203 of the National Housing Act 
should be merged into a single insurance fund. (Appendix 1, Recom- 
mendation 12.) 

11. An objective and independent dene range study of prospective 
foreclosure and loss experience of the Federal Housing Administra- 
tion’s insurance programs should be made. likxeeionith 4, Recom- 
mendation 4; Appendix 1, page 40.) 

12. An objective and independent long range study of probable 
losses on Veterans Administration guaranteed loans should be made. 
(Appendix i, Recommendation 32; and Appendix 4, Recommenda- 
tion 5.) 

18. The Federal Housing Administration and the Veterans Ad- 
ministration should consider providing special assistance to mortga- 
gees in small communities in the preparation of applications for the 
insurance or guaranty of loans. (Appendix 1, Recommendation 30.) 

14. The Veterans Administration should seek advice of lending in- 
stitutions in revising and simplifying its regulations, and committees 
of lenders should be formed to place applications for Veterans Ad- 
ministration direct loans with private lenders wherever practicable. 
‘(Appendix 4, Recommendation 3.) 

1m (athens and the Appropriations Committees should be urged 
to return to the principles of Public Law 3887, 81st Congress, or to 
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develop another formula designed to achieve the objective of flexibility 
in the operating expense budget of the Federal Housing Administra- 
tion. The Federal Housing Administration would be able to operate 
much more efficiently if the annual amounts it was authorized to spend 
for administrative expenses were based on a percentage of income 
rather than a fixed dollar ceiling. (Appendix 1, Recommendation 27.) 

16. The Federal Housing Administration insurance contracts 

should be standardized to provide for an allowance to the mortgagee 
of $75 or two-thirds of actual approved foreclosure costs, whichever 
is the greater. (Appendix 1, Recommendation 22.) 

17. The Committee recommends against the adoption of a manda- 
tory builder’s warranty in connection with Government-insured or 
guaranteed home mortgage financing. This conclusion was reached 
after thorough review of the present positive procedures of the Fed- 
eral Housing Administration and the Veterans Administration which, 
in the opinion of the Committee, are now effectively handling justi- 
fied complaints of homeowners who have acquired defective housing. 
The Committee believes that the objective of the mandatory builder’s 
warranty, with which it is in full accord, can be better attained under 
the present administrative procedures of the two agencies rather than 
through a mandatory requirement. A minority of the Committee 
disagreed with this conclusion. (Appendix 1, Recommendation 29.) 

18. The Treasury Department and the appropriate Congressional 
Committees should be requested to study whether there are tax in- 
equities which deter private investment in rental housing, and, based 
on such findings, appropriate action should be taken. The Committee 
is impressed with the need for such an inquiry. However, since the 
Committee had neither the time nor the competence to carry out a 
study of this kind, it recommends that it be undertaken by the 
Treasury Department. (Appendix 2, Recommendation 17.) 

19. A close relationship should be established between housing and 
defense officials and when defense criteria affecting urban vulnera- 
bility are established, studies should be made of all housing programs 
to insure conformance. Additional legislation should be proposed if 
necessary. (Appendix 2, Recommendation 18.) 


V. Recommendations Designed To Facilitate the Free Operation of the 
Mortgage Market and To Make Savings Available for Home Financing 
in All Parts of the Country and for All Types of Housing 


1. Legislation should be enacted to create a secondary mortgage 
market facility to be known as the National Mortgage Marketing 
Corporation. The Committee recommends that such a corporation 
be federally chartered, with its initial stock of $50 million to be sub- 
seribed by lenders eligible to use its facilities. At the end of 90 
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days the Federal Home Loan Banks will subscribe an amount neces- 
sary to achieve an aggregate subscription of $50 million. The initial 
stock would be retired from earnings and the sale of stock to partici- 
pating institutions. The Corporation would be. authorized to issue 
debentures on the private market and without a governmental guar- 
anty up to 12 times the amount of its stock and surplus but in no 
event in an amount exceeding the unpaid balance of FHA-insured 
and VA-guaranteed mortgages which it holds. It.is expected that 
the Corporation would purchase and sell only those mortgages for 
which a normal market exists. Institutions selling mortgages to the 
Corporation would be required to maintain at all times stock of not 
more than 4 percent of the unpaid balance of their mortgages held 
by the Corporation. It is believed that a corporation of this type 
can be successfully established without Government funds and Gov- 
ernment guaranties, that it can successfully raise its own funds in 
the private market, and that it can fulfill an unmet need by facili- 
tating the flow of {eifee term savings into sound programs and areas 
of the country where stich investment funds are not available in ade- 
quate supply. It is further recommended that the Home Loan Bank 
Board be abolished and that a broadly representative five-man board 
be created to supervise the Federal Home Loan Bank System, the 
Federal Savings and Loan Insurance Corporation, and the National 
Mortgage Marketing Corporation. (Appendix 4, Recommendation 2.) 
A substantial minority of the Committee has disagreed with certain 
aspects of the National Mortgage Marketing Corporation as recom- 
mended by the majority. Those who differ with the proposal believe 
that the Treasury should have authority to guarantee limited amounts 
of the debentures of the Corporation, as necessary, to enable the Cor- 
poration to support the proposed new programs for insurance of 
mortgages in urban renewal areas and for the insurance of long term, 
small down payment loans to low-income families. They believe, also, 
that the Corporation should not be capitalized with funds subscribed 
by the Federal Home Loan Banks but rather by the temporary utili- 
zation of funds to be transferred from the Federal National Mortgage 
Association and thereafter retired from the proceeds of stock sub- 
scription purchased by participating institutions. In addition, the 
Corporation should be authorized to make loans on the security. of 
insured and guaranteed mortgages... Although the majority report 
did not prohibit the granting of advance commitments by the Corpo- 
ration, the minority desired to have this authority made explicit. The 
minority also believed that the minimum stock investment of financial 
‘institutions selling mortgages to the Corporation should be 2 percent 
of the unpaid balances of mortgages held by the Corporation rather 
than the 4 percent figure contemplated by the majority. The minor- 
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ity, moreover, did not believe that the new National Mortgage Market- 
ing Corporation should be administered by the same board which 
would also be in charge of supervising the Federal Home Loan Bank 
System. (Attachment to Appendix 4.) 

2. Legislation should be enacted to create a Committee of informed 
Government officials to review and set from time to time the ceiling 
interest rate on FHA-insured and VA-guaranteed mortgage loans. 
- This Committee would also be responsible for establishing the per- 
missible charges which may be made for the expense of originating 
FHA-insured and VA-guaranteed mortgages and the rate of interest 
on debentures issued by the FHA in settlement of foreclosure claims. 
The interest rate on the debentures would be set at the time the mort- 
gage is insured and at a rate not higher than the current average yield 
on all outstanding marketable obligations of the United States Gov- 
ernment having a remaining maturity of 15 years or more. The 
established ceiling interest rates on FH A-insured and VA-guaranteed 
loans, referred to above, should not exceed by more than 214 per- 
centage points the current average yield on obligations of the United 
States Government having a remaining maturity of 15 years or more. 
(Appendix 4, Recommendation 1.) 

3. The regulations of the Federal Housing Administration and the 
Veterans Administration should be amended to permit and encourage 
lenders to participate in the origination and purchase of individual 
mortgages. Appropriate amendments should also be made to Federal 
and State laws to permit purchase of such participations by financial 
institutions. If these changes are made there will be a considerable 
increase in the flow of mortgage funds to small communities where it 
is now difficult to sell mortgages to large investment institutions. 
_ (Appendix 4, Recommendation 6; Appendix 1, page 62.) 

4, The Federal Housing Commissioner should be authorized to 
permit a service charge to compensate lenders for the additional cost 
of making and servicing loans in small communities. This recom- 
mendation is designed to facilitate the flow of mortgage funds to small 
communities. (Appendix 1, Recommendation 9.) 

5. The Housing and Home Finance Administrator should study 
proposals for the establishment of a cooperative housing mortgage 
corporation to assist in the production and financing of cooperative 
housing projects. (Appendix 1, page 42.) 


VI. Recommendations Designed to Provide Housing for Low-Income 
Families 


1. For an experimental period of 2 years the Federal Housing 
Administration should be authorized to insure 40-year, 100-percent 
loans up to $7,600 per dwelling unit or up to $8,600 per dwelling unit 
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in high-cost areas as determined by the Federal Housing Commis- 
sioner. ‘This special mortgage insurance program, proposed as a new 
Section 221 of the National Housing Act, is designed to meet the 
housing requirements of low-income families as determined by the 
Federal Housing Commissioner. Purchasers under this program 
should be required to make a minimum cash payment of $200 includ- 
ing amounts to cover settlement costs and initial payments for taxes, 
hazard insurance, and similar prepaid expenses. The Federal Hous- 
ing Administration should be authorized. to issue commitments to 
builders, or owners of rental houses, up to 85 percent of value with 
provision for the conversion of the temporary loan into a permanent 
loan up to 100 percent of value upon sale to qualified owner-occupant 
purchasers. It is expected that with this authority it will be possible 
for sponsors to construct, purchase, or rehabilitate modest houses of 
the type contemplated in this recommendation, to be rented under a 
lease-purchase contract to low-income families who are not able to 
qualify under Federal Housing Administration credit standards. 
Such families should be given an opportunity to purchase their homes 
when their incomes increase sufficiently to enable them to meet normal 
credit standards. In the administration of this program, preference 
should be given to extending these liberal terms to families displaced 
by public housing, urban renewal, or various demolition programs. 
A separate insurance fund should be established for the protection of 
mortgages insured under Section 221 with a proviso that there may be 
no transfer of assets between this fund and other FHA mortgage 
insurance funds. (Appendix 1, Recommendation 17.) 

A. substantial minority on the Committee disagreed with certain 
aspects of the proposed program of home ownership under the new 
Section 221. Some members disagreed with such an extension of 
insured mortgage lending. Members of the Subcommittee on Hous- 
ing for Low-Income Families differed with the recommendation and 
would have preferred to see the Federal Housing Administration 
authorized to insure mortgages up to 95 percent of value and for a 
term up to 40 years without limitation as to economic status of bor- 
rower and with a requirement for monthly maintenance payments 
equivalent to 10 percent of debt service to be held in trust by the 
mortgagee. They also suggested that in the operation of such a pro- 
gram the estimated total annual housing expense to the home pur- 
chaser (as defined by the Federal Housing Administration) should 
not exceed 20 percent of the mortgagor’s annual income (as defined 
by the Federal Housing Administration). ‘They recommended that 
in event of default Federal Housing Administration debentures should 
be for the same term as the unexpired term of the mortgage and should 
bear interest at the time of issuance at a rate equivalent to the current 
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rate on Government bonds. It was further suggested that the Fed- 
eral National Mortgage Association or some similar Government- 
sponsored corporation be placed in readiness to purchase mortgages, 
within appropriate limits, for the purpose of inaugurating and testing 
such a program. (Appendix 3, Recommendation 2.) 

- The Subcommittee on FHA and VA Housing Programs and Opera- 
tions originally recommended that loans insured under Section 221 
. could, at the option of the mortgagee, be assigned to the Federal Hous- 
ing Administration at the end of 20 years in exchange for debentures 
equivalent in amount to the scheduled outstanding principal balance. 
They proposed that these debentures, as well as those issued in event 
of default, should bear an interest rate determined at time of issuance 
equivalent to the current yield of Government bonds of comparable 
term and that lenders should be covered completely against any loss 
by reason of foreclosure expenses. These recommendations were not 
accepted by the Advisory Committee. (Appendix 1, Exhibit 15.) 

2. 'To meet the continuing housing needs of low-income families, and 
pending demonstrated progress of other programs recommended by 
the Committee designed to stimulate through Federal Housing Ad- 
ministration mortgage insurance the private production of housing for 
low-income families and the rehabilitation of obsolete structures in 
decaying neighborhoods, the Committee recommends a continuation 
of the public housing program as contained in the Housing Act of 
1949, with certain amendments summarized below. The Committee 
believes that determinations as to the size of the program and the 
method of financing it are responsibilities of the Administration and 
the Congress. The Committee is unanimous in its belief in the objec- 
tive of a more effective operation of the private housing market so as 
to steadily lessen the need for direct subsidies. (Appendix 8, Recom- 
-mendation 3; Attachment to Appendix 38.) 

3. The Housing Act of 1949 should be amended to provide that the 
presently authorized payments in lieu of taxes, by local housing au- 
thorities to local governments, up to 10 percent of shelter rents be 
made mandatory. Provision should further be made by statute that 
the local contribution to the operation of public housing projects 
through the method of tax exemption should equal at least 20 percent 
of the Federal contribution. The Committee also recommends that 
where state law permits, and the localities so desire, public housing 
for low-income families may be subject to full taxation provided the 
locality agrees to pay in cash the difference between full taxation and 
10 percent of the shelter rents so long as there is a Federal annual con- 
tribution. Where the local contribution is made through tax exemp- 
tion the amount of full taxes that would have been charged if the hous- 
ing were privately owned and the payment in lieu of taxes received 
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should be made matters of public record. Lastly, where local contribu: 
tions are made in the form of either tax exemption or cash, estimate: 
of such amounts should be made a matter of public record prior tc 
the conclusion of a contract between the Federal Government anc 
a local housing authority for annual Federal contributions. (Ap: 
pendix 8, Recommendation 7; Attachment to Appendix 3.) 

4. Preference for occupancy in public housing among eligibl 
families is now given to families of veterans and -families displacec 
by slum clearance. This preference should be extended also to eligibl 
families displaced by other public improvements. (Appendix 3 
Recommendation 6.) 

5. Wherever feasible, public housing should be built at lower densi. 
ties, and the design of public housing projects should conform more 
closely to local dwelling patterns and construction practices. This 
recommendation is designed to avoid the institutionalized characte 
of public housing and to facilitate the sale of public housing when nc 
longer needed for low-income families. (Appendix 3, Recommenda. 
‘tions 9 and 11.) 

6. After the capital cost.of a public housing project has been amor- 
tized, net revenues from operation or proceeds from sale should be 
returned to the Federal Government and to the local community ir 
proportion to their respective contributions. (Appendix 8, Recom 
mendation 4.) ) 

7. Where feasible, existing sound structures, rehabilitated if neces 
sary, should be used for public housing. (Appendix 3, Recommenda 
tion 8; Appendix 2, Recommendation 15.) 

8. More attention should be paid in public housing to the problems 
of the aged, both in the design and size of dwellings. (Appendix 3 
Recommendation 12.) 


VII. Recommendations Designed To Improve the Organization of 
Federal Housing Activities 


1. There should continue to be a single housing agency headed by 
an Administrator appointed by the President by and with the advic 
and consent of the Senate. The Administrator should be relieved o: 
the miscellaneous operating responsibilities now assigned to his im 
mediate office. A reassignment of these functions is proposed in Recom 
mendation Number 3 below. The Administrator should, of course, bi 
provided with necessary staff assistance which should include the nev 
position of labor relations adviser. The Administrator should be giver 
clear authority to supervise and direct, if necessary, the activities o: 
constituent agencies where any matter of basic policy is involved. Ths 
Committee is convinced that, although the heads of constituent agen 
cies should be fully responsible for the day-to-day operations of th 
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programs of their agencies, the Administrator must have clear and 
unmistakable authority to supervise constituent operations for and on 
behalf of the President. (Appendix 5.) 

2. The major housing activities of the Federal Government should 
be consolidated into the following five constituents: (Appendix 5.) 

a. The Federal Housing Administration. 

6. The Public Housing Administration. 

e. The Urban Renewal Administration, incorporating the functions 
of the present Division of Slum Clearance and Urban Redevelopment 
and some of the functions of the present Division of Community 
Facilities and Special Operations. Both of these Divisions are now 
located in the Office of the Administrator. 

d. A Federal Home Loan Board responsible for the administration 
of the Federal Home Loan Bank System, the Federal Savings and 
Loan Insurance Corporation, and the National Mortgage Marketing 
Corporation. 

eé. A new Housing Management and Disposition Administration 
responsible for the management and disposition of Lanham housing, 
temporary defense housing constructed under Public Law 139, 82d 
Congress, loans to the manufacturers of prefabricated housing, Alaska 
housing loans, and acquired property resulting from the activities of 
the Federal Housing Administration and the National Mortgage Mar- 
keting Corporation. 

_ 8. Miscellaneous activities and authorities now in the Administra- 
tor’s office should be reassigned as follows: 

a. Slum clearance and urban redevelopment: This program, amend- 
ed to transform and extend it into a broad program of urban renewal, 
should become the nucleus of a new constituent known as the Urban 
Renewal Administration. Staff of the Division of Community Fa- 
eilities and Special Operations not otherwise transferred (see below) 
should be assigned to this constituent. (Appendix 5.) 

b. Housing research. This program is now in liquidation and it is 
not recommended that it be reinstituted on the former basis. At 
the same time, there is a need for better current statistical data on 
the volume and types of residential construction, mortgage financing 
trends, etc. Better data of these types should be obtained through 
the Bureau of the Census and other data collection facilities in the 
Department of Commerce and the Bureau of Labor Statistics, which 
agencies have the facilities for collecting such information on a com- 
pletely objective basis. (Appendix 5). 

_¢. Community facilities and special operations. This organiza- 
tional unit now includes a number of miscellaneous programs. The 
following disposition of these activities is recommended (Appen- 
dix 5): 

(1) Maintenance and disposition of defense public works. This 
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activity represents the windup of the Lanham Act public works pro- 
vided in World WarII. The remaining workload is small, and should 
be liquidated as rapidly as possible by staff transferred to the Housing 
Management and Disposition Administration. 

(2) Advance planning of non-Federal public works. This activity 
is also in liquidation and should be expedited to conclusion by the 
new Urban Renewal Administration. 

(3) Defense community facilities and services. ‘This is an emer- 
gency activity under Public Law 139, 82d Congress. The Committee 
is not impressed with the need for continuing this legislation. It 
should be allowed to expire on June 30, 1954. Staff transferred to 
the Urban Renewal Administration should wind up any remaining 
projects as rapidly as possible. ! | 

(4) Alaska housing program. The Committee is of the opinion 
that the need for this program has passed. Any cases in process 
should be delegated to the Housing Management and Disposition Ad- 
ministration or to the Federal Housing Administration for handling, 
and no new business should be accepted. 

(5) Prefabricated housing loans. This program has properly been 
placed in liquidation. The servicing and disposition of outstanding 
loans should be assigned to the Housing Management and Disposition 
Administration. 

(6) College housing program. It is the conclusion of the Com- 
mittee that this is not properly a housing activity. It should be trans- 
ferred to the Office of Education, Department of Health, Education 
and Welfare. 

(7) School construction program. It is the conclusion of the Com- 
mittee that this is not a proper activity of a housing agency. It should 
be assigned to the Office of Education, Department of Health, Educa- 
tion and Welfare. 

d. Disposition of Lanham Housing. Although responsibility for 
this function vests in the Housing and Home Finance Administrator, 
actual operations have been delegated to the Public Housing Adminis- 
tration. It is the opinion of the Committee that it is a mistake to 
merge a program of housing disposition with a program of low-rent 
housing. This activity should be transferred to the new Housing 
Management and Disposition Administration. (Appendix 5.) 

e. Programing of Defense Housing. It is the opinion of the Com- 
mittee that this activity should be abandoned. An extension of Public 
Law 139, 82d Congress, is not recommended. Any activity necessary 
to the termination of this function should be delegated to the Federal 
Housing Administration. (Appendix 5.) 

f. Federal National Mortgage Association. The purchasing au- 
thority of the Federal National Mortgage Association should be 
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terminated and the Association should be transfererd to the new Na- 
tional Mortgage Marketing Corporation which should act as a liquidat- 
ing agent to dispose of the Association’s portfolio of mortgages in an 
orderly manner. (Appendix 5; Appendix 4, Recommendation 2.) 

g. International Housing Activities should be transferred to the 
Foreign Operations Administration. (Appendix 5.) 

4, In place of the National Housing Council, the Administrator of 
the reorganized housing agency should be provided with a statutory 
Advisory Board composed of the heads of the five constituents above 
described and a representative of the Administrator of Veterans’ Af- 
fairs. The Administrator should be required to review with this 
Board all current major policy matters with a view toward arriving 
at the best possible coordinated decisions. It should be made clear, 
however, that in the event the Advisory Board is unable to reach a 
conclusion on particular policy questions or if the Administrator is 
unable to accept the conclusions of the Advisory Board that his own 
decision can be independently made and enforced. (Appendix 5.) 

5. The Administrator of the Housing and Home Finance Agency, 
the Administrator of Veterans’ Affairs, and the Commissioner of the 
Federal Housing Administration should be requested to work out an 
interagency agreement under which the Veterans Administration 
would contract for the Federal Housing Administration to perform 
the technical functions of processing veterans’ home loan applications 
under the present home loan guaranty program. This recommenda- 
tion is designed to achieve economy and efficiency by having one agency 
of the Federal Government, instead of two, charged with the adminis- 
tration of the technical functions of market analysis, land planning 
requirements, valuation and appraisal, minimum property and con- 
struction standards, and property inspection. To have such process- 
ing functions done by one agency should serve to eliminate the added 
costs of dealing with two agencies and in the long run to make more 
homes available to veterans at lower costs. Under this recommenda- 
tion, the Veterans Administration would retain the basic responsibil- 
ity for fulfillment of the preferential treatment provided for veterans 
under the terms of the Servicemen’s Readjustment Act, while at the 
same time eliminating the duplication and overlapping of technical 
functions presently performed by the Federal Housing Administra- 
tion for the mortgage insurance program and by the Veterans Admin- 
istration for the home loan guaranty program. (Appendix 1, Recom- 
mendation 33.) 

6. The Urban Renewal Administration should be charged with the 
responsibility of advising the Administrator concerning the programs 
developed by the communities to comply with requirements that a 
workable program to attack the problem of urban decay has been sub- 
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mitted. Based on such findings, it will become the responsibility of 
the Administrator to certify to the Federal Housing Administration, 
the Public Housing Administration, and the Urban Renewal Adminis- 
tration those communities which are eligible for the types of Federal 
assistance which are conditioned upon such a certification. (Appen- 
dix 2, Recommendation 9.) 


VIII. Termination or Modification of Statutory Authorities 


1. Title VI of the National Housing Act should be repealed (with 
authority to insure mortgages for disposition of Government-owned 
housing and certain other routine and technical authorities being 
added to title IT). Appendix 1, Recommendations 11 and 18.) 

2. Title VII of the National Housing Act should be repealed. (Ap- 
pendix 1, Recommendation 19.) 

3. Title LX of the National Housing Act should be repealed. (Ap- 
pendix 1, Recommendation 21.) 

4. The farm loan provisions of Section 203 (d) of the National 
Housing Act should be repealed. It is the opinion of the Commit- 
tee that farm housing cannot be separated from farm management 
and operation. The Committee, therefore, concluded that questions 
relating to farm housing programs should be left. for recommendation 
by the Department of Agriculture. (Appendix 1, Recommendation 
10.) 

5. The baths te for loans and grants for defense community fa- 
cilities under Title II of Public Law 189, 82d Congress, should not be 
extended beyond its present expiration date. (Appendix i, Recom- 
mendation 31.) 

6. Title VIII of the National Housing Act should be extended on a 
standby basis but not be used except upon the basis of firm estimates 
of need by the Department of Defense. (Appendix 1, Recommenda- 
tion 20.) 
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REPORT OF THE SUBCOMMITTEE ON FHA AND VA 
HOUSING PROGRAMS AND OPERATIONS 


Your Subcommittee has met in Washington, D. C., for five series of 
meetings covering the following dates: September 30, October 1, 15, 
16, 17, 23, 24, 25, 30; and November 1, 2, 29, 30. These sessions were 
devoted first to a determination of the subjects that properly came 
within the jurisdiction of the Subcommittee for investigation and 
recommendation. We sought to bring before the Subcommittee those 
individuals and representatives of Federal agencies and private or- 
ganizations best qualified to advise on the matters under consideration. 
There is attached as exhibit 1 a lst of persons who have appeared 
before the Subcommittee. 

Our task was approached with the objective of developing a well- 
rounded program for FHA and VA to administer in the best interests 
of the home owner, the home builder, the home mortgage lender and 
the national economy. The recommendations contained in this report 
have been developed with this objective in mind. 


The FHA Systems of Mortgage and Loan Insurance 


The Subcommittee recommends that the Federal Housing Admin- 
istration programs of insurance for home mortgages, rental and co- 
operative project mortgages, and property improvement loans be 
continued. There is overwhelming evidence that the continuation of 
these programs is desirable and serves the general welfare of the 
Nation. | 

Exhibit 2 indicates for each insurance program the annual volume 
of insurance written since inauguration of the program along with 
the status of the insurance as of June 30, 1953. | 

The recommendations of your Subcommittee, as discussed in detail 
below, are designed to strengthen and expand the existing programs 
of mortgage insurance. They are designed to provide for the more 
complete accomplishment of the basic purposes of the National Hous- 
ing Act, to stimulate home ownership and to encourage mortgage 
money to come into the market to meet the home Gitte nie a of 
the American people. 

The recommendations of your Subcommittee, if adopted, will 
achieve important consolidations of various existing FHA. programs. 
They are designed also to correct the unnecessary multiplication of 
special purpose programs while at the same time increasing the effec- 
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tiveness and efficiency of the programs which are retained. Finally, 
they are designed to simplify administration. 

Two principal new programs of mortgage insurance are provided 
for in our recommendations for (1), an,effective attack on urban blight 
and slums through a major rehabilitation and redevelopment. program 
directed by local communities and financed with private funds and 
(2) anew approach to provision of new or existing housing for home 
ownership by families of low income, especially families requiring 
rehousing from substandard accommodations or oversroneded nehyy 
bilitation areas. 

Your Subcommittee has reviewed the reserve position, of the F HA. 
and has been advised that the conduct of these FHA insurance pro-, 
grams can, be accomplished on a self-sustaining basis without expense’ 
to the Treasury, Within the limits permitted by past legislation, the. 
agency has,made maximum provision for, avoiding, any burden on 
the Treasury. However, important changes i in| the mutual mortgage | 
insurance system of Sachs 203 are recommended below in order to 
remedy basic inadequacies of the original legislation. These changes: 
will increase the soundness of the system as a whole by increasing the. 
accumulation of reserves for future losses, provide. greater equity, 
among various classes of mortgagors in the distribution of participa- 
tion dividends, and reduce the administrative and operating costs of 
the program. 

Detailed recommendations on individual FHA programs follow. 


TITLE Ts, 


Your Subcommittee has examined the operations of the Federal 
Housing Administration under Title I of the National Housing Act. 
under which loans for the modernization and repair of existing struc- 
tures are insured. The Subcommittee directed its attention to three 
aspects of the Title I operation: (1) the adequacy of the dollar limi- 
tations and terms permitted; (2) the need for a regulatory procedure 
to control abuses; (3) the role that the Title I program might play in 
the program of rehabilitation and conservation. 


Recommendation No. 1: 


Title I of the National Housing Act should be amended to permit: 
the insurance of Class 1 (a) loans to finance the modernization and 
repair of existing structures up to a maximum amount of $3, 000: 
and up toa maximum term of 5 years and 32 days. 


« he present statutory limitation of $2, 500 is not sufficient in terms 
of today’s prices to finance : many home modernization operations, . 

while the present 3-year maximum term requires a debt Service on 

larger loans that is beyond the ability of many families to carry. 
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The Subcommittee recognizes that many loans. of this character are 
for smal]. amounts and, it is expected that the FHA Commissioner 
would establish shorter maximum terms with respect. to loans of 
smaller amounts. The Commissioner should.also exercise discretion 
in providing for a lower dollar discount rate on larger loans and on 
longer term loans. Thus, within the proposed statutory limitations, 
the Title I authority bguld be applied with greater flexibility to assist 
inthe modernization and repair of Sime le -family residential structures. 


Recommendation No. 2: 


With respect to Class 1 (b) loans for the modernization, repair or 
conversion of residential: structures designed for the use of two to 
_. four, families, your Subcommittee recommends that the present 

$10,000 Joan limit be retained but that the permissible term of the 

loan be extended up to a maximum of 10 years... The. application, of 
~ the maximum term should, at the discretion of the Comunissioner, 
seat PS related tothe size of the loan. Fal 


For the rehabilitation of larger properties decigiied to wecominodets 
_ more than four dwelling units, your Subcommittee recommends 
that insurance of loans be authorized up to a maximum of $10,000 
per structure or $1,500: per unit, whichever is: cane: and for a 
maximum term of 10 years. | : 


In miking this recommendation, your Subcommittee recognizes 
that loans'in the $10,000 range should normally require first mortgage 
security. The proposal of the Subcommittee for enactment of a new 
Section 290 is designed to handle the bulk of this type of rehabilita- 
tion financing. The Subcommittee recognizes, however, that there are 
many instances where first mortgage financing is impossible and where, 
therefore, there is a need for a different type of assistance to meet the 
particular rehabilitation needs of certain structures. In these in- 
stances, the FHA Commissioner should have the discretionary author- 
ity’ to apply the higher limits proposed herein. 

‘In the application of this authority, the Commissioner shopld 3 re- 
quire prior credit approval and as a part of the underwriting process 
a determination should be reached that the multifamily structure fol- 
lowing rehabilitation will be on. an appropriate income- producing 
basis. ‘The Commissioner should also have the authority to require 
such additional security as may be warranted or possible in view 
of the individual circumstances involved. 
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Recommendation No. 3: 


Your Subcommittee recommends that FHA should utilize every 
available administrative control to assure that homeowners are pro- 
tected against possible losses as a result of the activities of irrespon- 
sible parties utilizing the Title I program © 


Your Subcommittee has discussed reports which have come to its 
attention concerning abuses in the Title I operation. The bulk of the 
criticism relates to the activities of the so-called “dynamiters” or rack- 
eteers who sell products or services to a homeowner and arrange for 
his Title I credit with a financial institution. Atthe present time, the 
FHA polices lenders only when there is a complaint of fraud. 

The Subcommittee has considered the desirability of requiring 
lenders to make an inspection in connection with Title I loans. This 
proposal has been explored with representatives of financial institu- 
tions and with the administrative personnel of FHA. In the judg- 
ment of the Subcommittee, a mandatory inspection requirement would 
be unworkable and would serve only to curtail drastically the scope 
of the Title I program. There is no doubt in our minds that lenders 
have a responsibility and that they should make every endeavor to 
police their Title I operations more carefully than they have in the 
past. 

‘The FHA has recently issued new regulations which provide for 
screening of dealers and for tightening the procedures in those cases 
where the homeowner is not dealing directly with the financial insti- 
tution. There is attached as Exhibit 3°a description of the scope of 
these regulations. It is the judgment of your Subcommittee that these 
new regulations will correct the abuses and that no further require- 
ment should be imposed in this area at this time. 


Your Subcommittee has been advised that the present revolving 
insurance authorization for Title I loans—which amounts to $1,750 
million—is probably adequate for operations until the present expira- 
tion date of the program on June 30, 1955. It is our judgment that 
this program should at that time be put on a permament basis to avoid 
the necessity of constant requests of the Congress for additional 
extensions. ‘The need for an increase in insurance authorization 
beyond the present $1,750 million limitation for the purpose of estab- 


lishing an adequate permanent revolving authorization can be better 
determined at that time. 
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Recommendation No. 4: 


Your Subcommittee recommends that Title I, Section 8, be repealed 
and that provision be made for a similar program of low-cost hous- 
ing construction as an integral part of Section 203 of the National 
Housing Act. 


This proposal is described in more detail below in connection with 
Recommendation No. 8 


TITLE Il 


Comprehensive amendment of Title IT is recommended to cover 
into the Title all of the continuing mortgage insurance programs 
administered by FHA; to provide for two new sections: (1) a pro- 
gram of neighborhood conservation and rehabilitation in a new Sec- 
tion 220 and (2) a program of housing for families requiring reloca- 
tion and for low-income families in a new Section 221; and to 
strengthen materially the mutual system of insurance provided for 
home mortgages. The long-term program formerly provided by 
Section 8 of Title I is recommended to be incorporated into this Title, 
as are also the residual activities of the emergency programs formerly 
provided for in Title VI and Title IX. 

The objective of the Subcommittee has been to consolidate the many 
programs of the National Housing Act into a number of cohesive sec- 
tions, each designed to stimulate and assist the acquisition, financing, 
and production of housing. The Subcommittee also recominends 
simplication of the programs by eliminating from the statute refer- 
ences to rigid standards in instances in which underwriting or regu- 
latory controls would be better by permitting the FHA Commis- 
sioner wider discretion in adjusting standards to changing program 
requirements. 

SECTION 203 


Recommendation No. 35: 


Your Subcommittee recommends that Section 203 mortgage insur- 
ance be made available on the same maximum terms and in the 
same maximum amounts for both new and existing home financing. 


Home purchasers should have equal access to the facilities of the 
program in acquiring either new or existing properties. Availability 
of improved terms for financing existing homes would be of help 
especially to families of moderate and lower incomes and to families 
of minority groups in becoming homeowners, acquiring homes of im- 
proved quality, and raising their standards of living. 

The opportunities for wider use of FHA-insured mortgages in 
financing purchases of existing homes are emphasized by the fact that 
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fewer than 10 percent of existing home purchases in recent years have 
involved new FHA. mortgages,, Compared with average existing 
home purchases of 1,400,000 units annually, as estimated by the Fed- 
eral Reserve Board in its annual survey of consumer finances from 
1948 to 1958, the average annual volume of FHA existing home trans- 
actions has Ge only 110,000 units over the same period. 

Reconditioning and modernization of existing structures would. 
be stimulated and assisted by improved terms for neciaaue? insurance 
on existing homes. 

Improved financing facilities for existing homes, particularly if 
utilized energetically in a development of the trade-in house operation, 
would help to maintain the flow of new housing into the inventory 
in the same fashion that the used. car market with ample Bhoneing 
assists the production and marketing of new automobiles. 

Underwriting processes and valuations can. be relied upon to:make 
any reductions in mortgage terms, either in duration or loan’ limits, 
which may be appropriate for individual existing homes in: which 
either prospective economic life or long-term value is impaired, as 
compared with new construction. FHA administrative rules can also. 
be relied upon to assure that improved terms for existing homes do: 
not result in circumvention of FHA programs for improving housing 
standards through submission of new homes for mortgage insurance 
after construction without the benefit of FHA. review of land plan- 
ning, home plans and specifications, or FHA architectural inspections 
during construction. _ . 


; 


Recommendation No.6: 


Your Subcommittee recommends that the scale of insured mortgage 
loan ratios be revised to provide for insurance of not in excess of 
95 percent of the first $8,000 of value and 75 percent of the excess. 
The maximum insurable mortgage should be $20,000 for 1- and 
2-family houses, $27,500 for 3-family dwellings and $35,000 for 
4-family structures. 
Your Subcommittee recommends that the FHA Commissioner be 
| authorized to establish by administrative action appropriate lower 
limits for firm commitments to builder and other non-owner-occu- 
pant mortgagors to replace the present rer limits provided i in the ) 
National Housing Act. 49 


Exhibit 4 shows the proposed schedule of maximum mortgage 
‘ amounts and minimum down payments by 31, 000 intervals of valu- 
ation. 
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For single-family homes, this revision of mortgage loan«limits 
would provide a single schedule of maximum mortgage amounts. It 
would replace the multiplicity of alternatives in the existing statute 
under the various subsections of Section 208, which is set forth in 
Exhibit 5. Both mortgagors and mortgagees as well as FHA admin- 
istration would be benefited by this simplification. . 

Providing a regularly declining ratio of maximum loan-value ratios 
‘as valuations rise will restore to the range of homes available to mod- 
erate income families, especially valuations from $10,000 to $16,000, 
approximately the scales of loan-value ratios which existed for this 
quality of home prior to World War IT when comparable homes 
‘yvanged from perhaps $5,000 to $8,000 in value. Such maximum loans 
‘will contribute materially to the production of higher quality homes 
for these moderate income families with sound financing properly re- 
lated to their continuing ability to pay. Se 
With respect to 2-, 3-, and 4-family structures, the increased mort- 
‘gage loans limits would encourage production with economically 
sound financing of a larger number of smaller rental projects. Such 
housing can be expected to aid materially in a solution of the housing 
problems of minority group families. 

The increase in maximum insurable mortgage amount for one- 
family homes from the $16,000 ceiling established in 1934 is recom- 
mended in recognition of the fact that the home mortgage financing 
activities of typical lending institutions now range upward to at eat 
this amount of mortgage. The Subcommittee has considered and re- 
jected a proposal that maximum insurable loans be restricted to $12,- 
000 (approximately $15,000 valuation). As a self-supporting insur- 
ance operation, the benefits of FHA insurance should be available to 
all families who desire to use the system, without regard to their in- 
come. Furthermore, ‘a wider range of activity for such an insurance 
system increases opportunities to distribute risk and thus improves 
the stability of the system. 

It is expected that FHA underwriting and administrative standards 
would be established within the maximum limits of this recommenda- 
tion so that operative builder mortgagors and other non-owner-occu- 
‘pant mortgagors for single-family homes could obtain appropriately 
reduced maximum mortgage limits, perhaps 90 percent of the mort- 
gage amounts for which owner-occupants would be eligible. This 
procedure will eliminate from the statute present rigid fats for 
‘builder firm commitments. 
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Recommendation No. 7: 


Your Subcommittee recommends that the maximum term for all 
home mortgage loans insured under Section 203 be established at 
30 years. 


The present statute has three different limitations: (1) 30 years for 
all mortgages on new construction for which 95 percent loan-value 
ratios are permitted; (2) 25 years for mortgages on all other new or 
existing homes which were approved for insurance prior to construc- 
tion; and (3) 20 years for all other mortgages. Your Subcommittee’s 
recommendation is advanced not only to promote our objective of 
simplification of the National Housing Act, but also to provide an 
additional element of flexibility in the insured home-mortgage loan 
program. ; spark 

Your Subcommitte is of the opinion that the maximum 30-year 
term together with the liberalized down-payment scale we have recom- 
menced should be applied, at the discretion of the FHA Commissioner, 
_ to extend the benefits of the insurance system as widely as possible 
among the families of the Nation. 

It is assumed that underwriting standards will prevent the terms 
of individual loans from being excessive in relation to the physical 
or economic life of properties securing the mortgages. It is also 
assumed that the FHA Commissioner would establish within the 30- 
year maximum such shorter term limits as may be justified by condi- 
tions in the national economy during particular periods, or with re- 
spect to particular classes of properties or mortgages. 

The three preceding recommendations, numbered 5, 6, and 7, taken 
together should make it possible, at the discretion of the FHA Com- 
missioner, to provide the essential benefits of the special provisions 
of present Section, 203 (b) (2) (D) relating to number of bedrooms 
and areas of high construction cost. These same benefits are, under 
these recommendations, made available also to other types of situa- 
tions where valuations of properties justify the maximum mortgage 
amounts. On the other hand, underwriting standards and valuation 
determinations will, as a rule, provide sufficient modification of the 
maxmum possible terms to assure economically sound mortgage 
insurance. When unusual circumstances require nationwide restraint 
on certain classes of transactions, either because of economic condi- 
tions or other national considerations, the FHA Commissioner has 
ample authority within the maximum limitations to impose more 
restrictive terms for some or all types of transactions. 


, 
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Recommendation No. 8: 


Your Subcommittee recommends that the present Title I, Section 8, 

program for insurance of mortgages on low-cost homes be made a 
part of the Section 203 program. For this purpose, it is recom- 
mended that for mortgages insured under Section 203 in amounts 
of $6,000 or less the FHA Commissioner be authorized to permit a 
service charge where necessary to compensate for the additional 
costs of making and servicing small loans. 


It is the opinion of the Subcommittee that this recommendation 
would go a long way toward filling a gap in the housing needs of a 
large segment of the population. Builders and lenders have long 
recognized the need for increased production of small homes, but 
lack of adequate financing has proved to be an effective bar. We 
believe that the permissive service charge will attract mortgage funds 
into this low-priced field and that with financing available, builders 
will undertake to produce the houses. 

In making this recommendation, it is anticipated that the FHA 
Commissioner will, in connection with loans on small homes of this 
type, establish appropriate minimum property and construction stand- 
ards. Such standards should take into account the size of these homes, 
their location, and the ability to pay of families of lower income. 
In some cases, it is unnecessary to require finished streets, or side- 
walks, curbs, and gutters; some items may be left unfinished for 
owner-occupants to complete. But in all cases, these simplified 
requirements should be applied with due regard for structural dura- 
bility, economic soundness, and marketability—just as much as for 
all other properties with mortgages insured under Section 203. _ 

Exhibit 2 shows the limited volume of activity under the present 
Title I, Section 8 program. It emphasizes the need for private mort- 
gage er to assist in financing the small, low-cost house. 

By making mortgage money more readily available for this type of 
construction, the Pome expansion of Section 203 activity 
would Hakanialie increase the opportunities to provide new, low-cost 
homes in rural nonfarm areas, in smaller communities, and in out- 
lying portions of metropolitan areas. It could be expected to aid es- 
pecially in assisting minority group families to obtain adequate 
housing. « 

The growing capacity and efficiency of the prefabricated home in- 
dustry will by this means be more effectively directed to the solution 
of housing problems in the smaller communities. 

Transfer of the present Title I, Section 8 program to Sectidh 203 is 
recommended in furtherance of tlie objective of the Subcommittee for 
simplification of the National Housing Act. It is our opinion that the 
Title I program should be restricted to loans for modernization and 
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repair with the special type of insurance that is provided. The Sec- 
tion.8 program is a, mortgage insurance program for small homes, and 
properly belongs with the other mortgage insurance provisions of 
Section DOR. 

The mortgage Joan tent of $5,700 in the Title I, Section 8 program 
is adjusted. to the round figure of $6,000 by the present recommendation 
because, as a part: of the entire Section 203 program, the 6,000 valua- 
tion loses its significance as an upper benchmark for ae Section 8 
program. 


‘Recommendation No. 9: 


Your Subcommittee recommends that the FHA Commissioner be 
authorized to permit a service charge to compensate lenders for the 
additional costs of making and servicing mortgage loans in small 
communities. 


It has been suggested that this recommendation should apply to all 
mortgages insured under Section 203 in counties outside Census Bureau 
defined standard metropolitan areas and in which the largest com- 
munity has a population of 10,000 or less, as determined by the most 
recent United States census of population. 

While the Subcommittee is of the opinion that this definition would 
serve to assist financing in those areas where the need is greatest, we 
can see that the imposition of a strictly defined limitation might make 
the proposal unworkable administratively. Accordingly, it is our 
judgment that the application of this authority should be at the dis- 
cretion of the FHA Commissioner. 

The Subcommittee has been impressed with the need for greater 
availability of mortgage financing in smaller communities. Many 
proposals have been considered by the Subcommittee, and the above 
recommendation is made as the one believed to be most effective in 
providing immediate and continuing benefits. This service charge 
should increase substantially the availability of FHA-insured mort- 
gage financing in smaller communities and thus aid in extending home 
ownership and raising housing standards and conditions in rural 
nonfarm and smaller urban communities. 

An additional proposal for making FHA and VA programs in- 
creasingly available in smaller communities and rural nonfarm areas 
is discussed below in connection with recommendation No. 30. 

Exhibit 6 indicates that in the period since 1935, only 5.2 percent 
of FHA home mortgage’ activity has been reported from the 547 
counties meeting these standards although 17.8 percent of the Na- 
tion’s nonfarm housing inventory is located in these counties. 


“Hy 
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Section 203 (d) of the National Housing Act authorizes the FHA 
Commissioner to insure loans to finance farm mortgage debt if as 
much as 15 percent of the loan proceeds are to be expended on con- 
struction or repair of farm buildings whether such buildings are used 
for residential purposes or otherwise. In the 15 years’since the en- 
-actment of this section in 1938, the FHA has received 6,585 applica- 
tions of which 1,681 or about one-fourth have resulted in insured 
mortgages amounting to some $7 million. 


Recommendation No. 10: 


Your Subcommittee recommends that the farm mortgage loan insur: 
ance provisions of Section 203 (d) of the National Housing Act be 
repealed. 


Most of the activity under this section of the act took place in the 3 
years following its enactment. In the past 10 years, there has been 
very little insurance written. In 1952, for example, only 3 farm- 
mortgage loans were insured and only 1 loan has been insured during 
the first 10 months of 1953. Termination of this authority is an 
additional step toward the objective of the i a 2 of the Na- 
tional Housing Act. 

It is the judgment of your Subcommittee that the Federal Housing 
Administration is an agency which is designed primarily to serve the 
nonfarm population and that the FHA does not belong in the farm- 
housing field. The farm-housing problem is directly related to other 
factors in the agricultural economy and the Congress has recognized 
this by providing within the Department of Agriculture several pro- 
grams of financial assistance designed specifically to meet the needs 
of the Nation’s farm population. Among the farm credit agencies 
is the Farmers Home Administration, an organization which provides 
supervised credit for farmers in the farm housing field. This agency 
has the statutory authority and the experienced personnel to deal with 
farm housing questions. The Federal Housing Administration does 
not. 


Recommendation No. 11: 


Your Subcommittee recommends that Sections 203 antl 207 be 
amended to provide effective continuing means for financing the 
sale of publicly owned or publicly financed housing available for 
disposition—including housing constructed under the Lanham. and 
related acts—and for the disposal of properties acquired by FHA 
through its insurance programs under Title VI and Title IX and for 
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reinsurance transactions involving properties originally insured 
under Title VI or Title IX. 


The present authority for insurance or reinsurance of properties 
in these categories is contained in Title VI and Title [LX which your 
Subcommittee is recommending for repeal. In line with the Subcom- 
mittee’s objective of simplifying the National Housing Act and of 
terminating emergency programs, this recommendation will serve to 
consolidate into the long-term insurance programs of Title II this 
necessary and desirable authority. Adoption of this recommendation 
will produce maximum efficiency in administration. It should serve 
in the long run to facilitate the disposition of Government-owned 
properties. } 

MUTUAL MORTGAGE INSURANCE SYSTEM 


The reserves of the Mutual Mortgage Insurance System under Sec- 
tion 203 of the National Housing Act must be materially strengthened 
in order to make the system inherently sound and to minimize the 
exposure of the United States Treasury to loss in the event of a real- 
estate depression. For this purpose and in order to reduce admin- 
istrative costs insofar as possible, we make the following recom- 


mendation: 
d 
Recommendation No. 12: 


» Your Subcommittee recommends that the group account system of 
mortgage insurance under section 203 of the National Housing Act 
be merged into a single insurance fund and that payments of par- 
ticipating dividends under this system be made by the Commis- 
sioner on the basis of sound actuarial principles, having due regard 
for the soundness of the entire system. 


The insurance of home mortgages as a Federal agency function was 
initiated by the adoption of the National Housing Act in June 1934. 
There had been no substantial precedent for the operation at that time 
and the mortgage experience of the great depression was, of course, at 
that time both incomplete and inadequately recorded. 

Under those circumstances, the probable expenses of an insuring 
agency both for administration and for payment of losses could be 
conjectured only within a wide range of possibilities. Conceivably, 
as viewed at that time, actual costs might have been either materially 
more or materially less than the income from the one-half percent 
annual insurance premium based on declining loan balances which has 
_ since become the established standard premium. 

With such uncertainty as to prospective costs, the original legisla- 
tion provided for the principle of mutuality in the operation of the 
insurance program—contemplating that liberal premiums would be 
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charged, with eventual return to the mortgagors of excess funds ac- 
cumulated by FHA as the insuring agency. The legislation further 
provided a rigid system of group insurance blocks to which individual 
mortgages would be assigned, with a general reinsurance account as 
a central pool for support of the individual groups. The individual 
groups were conceived as a device for establishing the amounts of 
dividends due and payable to individual mortgagors in the event that 
‘their class of mortgages had a favorable mortality and loss experience. 

Principal modifications in the system of mutual insurance took 
place in 1938, after only three full years of activity, and in 1953 during 
the first session of the current Congress. In 1938 the MMI System 
was revised to exclude the large-scale rental project operations under 
Section 207 (which involved corporate mortgagors), and to base the 
insurance premium on declining balances rather than original face 
amounts of mortgages insured. Action had previously been taken 
to set the premium at the minimum level permitted by statute, namely 
one-half of 1 percent annually. 

In the initial session of the current Congress a substantial revision 
of the management of the individual groups and the general reinsur- 
ance account was made by increasing the amounts to be transferred to 
the general reinsurance account and thus reducing the funds available 
for dividends on future insurance contracts. These actions were 
taken in recognition of the fact that the original rules for operating 
the system did not build up in the central reserve of the system suffi- 
cient savings during periods of prosperity to meet the possible losses 
in event of a major depression. As a further effort to assure rapid 
accumulation of assets in the general reinsurance account, the alloca- 
tion of all premiums to that account was provided for “until such time 
as the Commissioner determines that the resources in the general rein- 
surance account are sufficient to cover all estimated future deficits 
among individual group accounts.” 

FHA estimates indicate that reserves totaling $245 million Sai git 
be required for support of the MMI System if a depression were to 
start immediately. In contrast, the surplus accounts of the system 
aggregated $152 million on June 30, 1958. In addition, FHA held 
some $24 million in a separate account as unearned premiums, not 
counted as an offset to required reserves. Since under present statu- 
tory controls a part of the accumulated surplus would be paid out 
as participation dividends even in the event of a depression, it appears 
that the present FHA surplus and other funds of the MMI System 
could well be $70 to $100 million or more below the requirements of 
the system in the event of an immediate serious real estate depression. 

Your Subcommittee has given serious consideration to the question 
of whether mutuality should be discontinued with respect to the FHA’s 
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major home mortgage insurance program (Sec. 203), or whether the 
present or an improved system of mutuality should be recommended. 
It has been the conclusion of the Subcommittee, first, that the present 
system of mortgage insurance requires major modification, and second, 
that the changes needed might better be done through a new system 
of mutuality rather than through abandonment of the principle of 
mutuality. ‘The changes proposed are in the nature of extensions of 
the action taken by the current Congress during its first session. 

i Primary reasons for altering the present group account system of 
mortgage insurance are the following: 

1. The group account system allows the accumulation of a major 
part of the system’s assets in segregated pools of funds reserved for 
the individual groups and not available as a reserve for the support 
of other groups with unfavorable experience. This condition could 
easily lead in a period of depression to the anomaly of FHA need for 
Treasury support of the general reinsurance account at the same time 
that substantial assets are held by FHA for the benefit of selected 
‘group accounts. Very substantial dividends, under these conditions, 
would be due to selected terminating mortgagors at the same time that 
Treasury support is being demanded for the system as.a whole. 

2. The underwriting workload required solely for purposes of allo- 
cating mortgages to individual groups is substantial and unnecessary. 

3. The accounting activity involved in maintaining records for the 
200: or more individual group accounts is unnecessarily burdensome 
as compared with ay accounts which would be required for a unified 
system. 

Principal reasons ie the Subcommittee recommendation of a new 
system of mutuality rather than abandonment of mutuality are as 
follows: | 

1, Since FHA experience has not yet included a cycle of depression, 
the net cost of mortgage insurance is still conjectural. Furthermore, 
since successive real-estate cycles may vary in the seriousness of the 
depressed period, the extent of insurance costs may vary from cycle 
to cycle. It is considered sound policy that FHA have the power to 
collect sufficient premium to cover maximum probable losses and costs 
while at the same time having the power to return to individual mort- 
gagors maximum dividends justified by actual experience in order to 
reduce their costs for home financing. 

2. By continuing mutuality, the immediate reserve position of the 
system can be improved by merging into a single system the outstand- 
ing insurance risks and reserves with the future insurance written. It 
_ would appear inequitable, if not actually impossible, to merge the 
reserves from past and future operations if mutuality were to be abol- 
ished for future i insuring operations. 
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3. The greatest economies in administration would be a consequence 
of abolishing the group accounting system, with its attendant under- 
writing refinements, rather than a consequence of abandoning mutual- 
ity. Administrative costs need be no greater for a mutual system based 
ona single insurance pool than for a nonmutual system since the exten- 
sive record keeping required for multiple group accounts, will be 
eliminated. On the other hand, administrative costs might actually 
. be increased if it were necessary to operate a new system of nonmutual 
insurance while maintaining the mutual system for liquidation, pur- 
Hoses over an extended period. 

As indicated above, the Subcommittee has been informed neste in eae 
event of an immediate depression, the FHA surplus accounts in the 
Mutual Mortgage Insurance System might be as much as $70 million 
to $100 million or more below the amounts required by the most. ser1- 
ous assumed standards of losses. This amount may be considered an 
approximate measure of the inadequacy of the accumulation of assets 
resulting from a more than normal period of prosperity. 'The method 
by which FHA estimates the possible losses, and hence the required 
reserves, of the MMI System is described in detail in Exhibit 7. 

Contributing to the size of this inadequacy have been certain special 
circumstances which are either correctable or not likely to recur. 
Iirst, the MMI System has assumed during this first cycle the entire 
capital cost of establishing the new agency and going through the 
early years of experimentation and development. The $42 million 
_ invested by the United States Government for initial reserves and 
early operating costs of the system may. be a fair approximation of the 
initial capital costs of the system, only a part of which should prob- 
ably be expected to be charged against the first cycle of operations. 
A second nonrepeating element is the fact that from May 1942 through 
June 1952, the MMI System was restrained from collecting the “pre- 
payment premium” of one percent on insured mortgages prepaid with- 
out refinancing. The amounts of these prepayment premiums waived 
are reported by FHA to exceed $20 million. 

Another factor has been the maintenance by FHA of an ena 
premium reserve which is an independent liability item currently 
amounting to nearly $25 million. This reserve has not been AOA 
as an offset to required reserves for losses. 

The final major factor which has limited. the accumulation of sur- 
plus to meet future losses has been the extent, of participating shares 
distributed to terminating mortgagors. This factor continues in effect, 
although partially abated by the legislative action in the, Housing 
Amendments of 1953, and constitutes the main objective of the specific 
proposals listed below for carrying out. Recommendation No. 12. »As 
of. June 30, 1953, FHA had distributed, to Aerminaling, mortgagors 
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participating dividends totaling $47,300,000. Perhaps an equal amount 
would in the future be distributed from the assets of selected group 
accounts which have already established themselves as groups with 
favorable experience. 

Under the terms of the National Housing Act, the FHA has had 
no power to reduce the aggregate amount of thése participating share 
distributions in spite of their knowledge that the surplus account 
of the general reinsurance account was being.accumulated at too slow 
a rate in relation to the “required reserves” for possible future losses. 

In order to make available a maximum amount of surplus for the 
protection of the insurance system as a whole as well as in order to 
permit maximum efficiency of administration, it is essential that the 
insurance in outstanding group accounts be merged into the system 
with future insuring operations. However, equity for mortgagors 
who would otherwise have been eligible for participation dividends 
under the existing statute requires that special transition provisions 
be made for equitable treatment of these mortgagors while affording 

‘increased safety to the system. 

The following changes in the organization and operation of the 
Mutual Mortgage Insurance System are proposed for the purpose of 
carrying out the above recommendation. They constitute an exten- 
sion of the important revisions in the system which were adopted by 
the 83d Congress in the Housing Amendments of 1953. 

1. Abolish all group accounts and the general reinsurance account. 

2. Establish two surplus accounts, namely the general insurance 
account and the participating surplus account to which to assign all 
assets of the existing surplus accounts in the MMI System, namely, 
the statutory reserve accounts and the general reinsurance account. 
The initial allocation to the participating surplus account will con- 
sist of the portion of the credit balances in existing group accounts 
which would have been payable as participation dividends if all out- 
standing mortgages in those groups were to prepay or mature on July 
1, 1954. The initial allocation to the general insurance account will 
consist of all other assets of the present surplus accounts. 

3. Authorize the FHA Commissioner in any year in which MMI 
Fund operations result in a net income (taking into account reserves 
for losses on properties acquired or liquidated during the year) to make 
such allocation of that net income to the general insurance account and 
the participating surplus account as may be proper in the sound 
operation of the System. This will permit the FHA Commissioner 
to make maximum allocations to the reserves of the System until such 
time as these reserves are considered to be adequate. 

4, Authorize the FHA Commissioner in any year in which MMI 
Fund operations indicate a net loss to charge that loss against the 
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general insurance account and the participating surplus account on a 
sound and equitable basis. 

5. Authorize the FHA Commissioner to distribute from the par- 
ticipating surplus account participating shares to terminating mort- 
gagors on the basis of sound actuarial principles. Until further allo- 
cations of net income are made to this account, only those mortgages 
would receive participating shares which are in group accounts which 
would distribute such shares on July 1, 1954. 

Subject to variation on account of the trends of future insurance 
volume and the timing and extent of losses of the MMI System, the 
FHA has advised the Subcommittee that the above changes in the 
operation of the MMI System would permit the accumulation of ade- 
quate surplus to meet the required reserves of the System during a 
period of less than 4 years. ‘They would, furthermore, allow this sur- 
plus to be accumulated at a maximum rate consistent with equitable 
management of the insurance contracts already outstanding. 


FHA RESERVES 


Exhibit 7 discusses the reserves which have been established for 
FHA mortgage insurance programs. It also presents in considerable 
detail the actuarial assumptions upon which the FHA bases its con- 
clusion that the Mutual Mortgage Insurance System would meet the 
soundness test in the event of a major real estate depression. 

In the preceding discussicn of the mutual mortgage insurance fund, 
it has been illustrated how the recommended changes in mutuality 
will serve to improve the reserves of the MMI fund. 

The idea of mortgage insurance is still relatively new and the only 
body of actuarial standards that exists is that which has been devel- 
oped since 1934 by the FHA. Your Subcommittee is not in a position 
to pass judgment upon these actuarial standards, but it is of the 
opinion that the foreclosure and loss assumptions described in Exhibit 
7 are properly conservative. It is necessary, however, to emphasize 
that FHA insurance operations have taken place in an almost con- 
stantly rising real estate market and there has been no test of the 
adequacy of its reserves. 

In response to the Subcommittee’s request, FHA has submitted 
Exhibit 7. It is our opinion that this is a reasonable statement, but 
because of the technical nature of the subject, the members of the 
Subcommittee wanted the conclusions presented in this analysis 
reviewed independently. We were unable, however, to employ an 
independent actuary to make an analysis bf this statement within 
the time available to the Subcommittee. 

We are aware that the Subcommittee on Housing Credite® acilities 
has considered the matter of FHA reserves and has recommended that 
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an independent study be made of the experience of mortgage lenders 
over a long period of years in order to form a basis for determining 
minimum reserve standards for a mortgage insurance program. Your 
Subcommittee joins the Subcommittee on Housing Credit Facilities 
in recommending that an objective, independent long-range study be 
made of the prospective foreclosure and loss experience of the FHA 
mortgage insurance program. | 


SECTION 207 


Recommendation No. 13: 


Your Subcommittee recommends the following revisions in statutory 
maxima for the insurance of mortgage loans on multiple housing 
for rent under Section 207 of the National Housing Act: 

The upper limit of $10,000 per unit should be removed and the 
maximum mortgage amount should be determined by applying the 
existing limitation of $2,000 per room or 80 percent of value, which- 
ever is less, except that for fire-resistant or fireproof-elevator type 
buildings the maximum per room shouid be $2,400. 

With respect to projects having an average of less than four rooms 
per unit, the statutory maximum of $7,200 of mortgage amount per 
unit should be retained, but an additional $300 per unit should be 
authorized for fire-resistant or fireproof-elevator construction. 


The changes recommended above are desirable to increase the useful- 
ness of the section 207 program for project construction in central 
locations and especially in connection with slum clearance and re- 
development programs in such areas. In such projects, fireproof con- 
struction in elevator structures may be essential for economically 
sound developments. Such structures cannot be effectively developed 
under the limitations of the present statute. 


Recommendation No. 14: 


Your Subcommittee recommends that Section 207 of the present 
statute be amended to clarify the authority of FHA to insure loans 
up to 90 percent of value but not in excess of $7,200. The statute 
is presently interpreted to restrict this special aid to projects in 
which all units have two or more bedrooms. The Subcommittee 
recommends that this be changed to projects in which the average 
number of bedrooms is not less than two per unit. 


This recommendation is designed to allow projects developed under 
this special provision to have a better balance of units distributed 
among 1,2, and 3 or more bedroom units to fit best the needs of the 
lower-income families for whom the projects are intended. FHA re- 
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view processes can be relied upon to assure sound and proper composi- 
tion of dwelling units for these projects with due regard to varying 
local needs. 

SECTION 213 


Recommendation No. 135: 


In order that cooperative projects may be developed under Section 

213 with property characteristics similar to those which will be 

feasible under the amended program of Section 207, your Subcom- 

mittee recommends that the following maximum mortgage loans, 

not to exceed 90 percent of cost, be established for Section 213: 
$2,250 per room if project averages four or more rooms per 
unit; or $2,700 per room in such projects of fire-resistant or fire- 
proof-elevator construction; $8,100 per unit if project averages 
less than four rooms per unit. 

If 50 percent or more of the cooperators in a project are eligible 
‘veterans of World War II or the Korean conflict, maximum mort- 
gage amounts, not to exceed 95 percent of cost, are recommended 
as follows: 

$2,375 per room if project averages four or more rooms per 
unit; or $2,850 per room in such projects of fire-resistant or 
fireproof-elevator construction; $8,550 per unit if project aver- 
ages less than four rooms per unit. 
The Commissioner should have adequate personnel available to 
provide to the sponsors of cooperative housing projects the soundest 
principles of leadership and management techniques for their guid- 
ance in organization and operation. 


The above limitations would be in lieu of the present statutory 
maxima of $8,100 per unit or $1,800 per room. These present limi-° 
tations are subject to upward adjustment on account of veterans pref- 
erence in the amount of $4.50 per unit or $1 per room for each 1 
percent of the membership composed of veterans—provided that if 
65 percent or more of the cooperators are veterans, the maximum mort- 
gage amounts are $8,550 per unit or $1,900 per room. 

Your Subcommittee has discussed the Section 213 program of co- 
operative housing with representatives of Government agencies, lend- 
ing institutions and cooperative and other interested groups. We 
have found that there is only a restricted market today outside of 
FNMA for the mortgage paper arising out of Section 213 financing. 
The problems encountered are attributable primarily to the relations 
between investing institutions and the cooperative ownership itself 
rather than to any difficulties resulting from the provisions of 
Section 218. if 
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Many witnesses have suggested that FHA should be in a position 
to provide more technical assistance and advice to protect the financial 
investment of the consumer in a housing cooperative and in the long 
run to make the mortgage paper more attractive to investors. <Ac- 
cordingly, our recommendation provides that the FH-A Commissioner 
should have adequate personnel available to provide to the sponsors 
of cooperative housing projects the soundest principles of leadership 
and management techniques for er guidance in organization and 
operation. 

The Subcommittee agrees that the fundamental plnaeelcs of coop- 
erative housing are Soteibla: By banding together, families in need 
of housing can often obtain such housing at relatively low cost not 
only in suburban areas but also in the concentrated areas of our larger 
cities. The demand for cooperative housing makes it advisable that 
the Section 213 program be continued. 

In slightly more than 8 years, approximately $225 million of in- 
surance has been written under the Section 213 program. This, the 
‘Subcommittee recognizes, represents a large volume of cooperative 
housing to have been achieved duri ing the preliminary and exploratory 
stages of the cooperative housing insurance program. 

Your Subcommittee believes that the above recommendation will 
enable the FHA to give continuing aggressive support to this pro- 
gram. As experience is gained, both by the FHA in administration 
of the program and by the sponsoring cooperative groups, it is an- 
ticipated that there will be increasing participation in the program on 
the part of home builders and lenders. 

The Subcommittee listened to witnesses who argued for the estab- 
lhshment of a cooperative housing mortgage corporation to make hous- 
ing loans to cooperatives. In the time available to the Subcommittee, 
it was not possible to study this proposal in detail. We therefore sug- 
gest that the Administrator should make a careful study of this matter. 


SECTION 220 


The need for widespread and effective rehabilitation of blighted 
areas and conservation of existing home values in other portions of 
our urban communities is one of the most pressing problems of this 
century. The Subcommittee is of the opinion that only through an 
ageressive program such as the following recommendation can any 
signincaat progress be expected in the se hase of this problem. 


Recommendation No. 16: 


Your Subcommittee recommends the establishment of a new insur- 
ance. "era in the FHA for the purpose of assisting in the financ- 
ing of urban redevelopment and rehabilitation programs initiated 
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by local legislative bodies and carried out with the cooperation of 
‘private persons and corporations. For that purpose your Subcom- 
mittee recommends that a new Section 220 be added to Title II of 
the National Housing Act. The essential provisions of this section 
should be as follows: 

The Commissioner should be authorized to insure mortgage loans 
on both new and reconditioned 1- to 4-family units with the 
maximum mortgage amount limited to 95 percent of the first $8,000 
of value and 75 percent of the excess. The maximum eligible mort- 
gage should be $20,000 for 1- to 2-family dwelling units, $27,500 
for 3-family and $35,000 for 4-family. These are the same limits 
proposed by your Subcommittee to apply to 1- to 4-family housing 
under Section 203. 

With respect to the insurance of mortgage loans to finance the 
construction of new and existing multifamily housing in urban 
redevelopment or rehabilitation areas, the Commissioner should be 
authorized to insure loans on such projects on terms and conditions 
acceptable to him. The maximum loan should be 90 percent of 
value or $2,250 per room, or $2,700 per room in the case of fire- 
resistant or fireproof-elevator type buildings. 

It is our recommendation with respect to all classes of loans under 
Section 220, that before any property shall be eligible for insurance, 
the general area in which such property is located shall have been 
officially designated by the appropriate local legislative body as an 
urban redevelopment or rehabilitation area in a manner and under 
conditions to be prescribed by the Commissioner of the FHA. 


It is recognized that the primary initiative for such activity should 
and must be the responsibility of the local communities. But it is 
also recognized that only through such a means as FHA mortgage 
insurance supported by the technical assistance that can thus be pro- 
vided will the substantial financing requirements of this vast es 
taking be made progressively available. 

In ‘ortier that this program may be administered by the FHA on 
as sound a basis as possible, it will be mandatory that local communi- 
ties assure the FHA as to the extent of area improvement which will 
be accomplished in blighted areas by virtue of municipal and other 
local action. Such action will be designed and planned by the local 
communities in keeping with local requirements, but must be adequate 
to provide assurance to FHA of the opportunity to make mortgage 
insurance available on a sound basis. 

The Subcommittee is aware that the proposed 90 percent mortgage 
loan ratio for rehabilitation of existing multifamily dwelling struc- 
tures may in many instances be unrealistic. However, in the dairies: 
tration of the Section 220 program and in the application of under- 
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writing procedures, the Subcommittee is satisfied that the FHA Com- 
missioner will be able to avoid the use of this program for the un- 


| 
| 
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/ 
; 
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warranted conversion into mortgage debt of present equities in exist-— 


ing structures. 


While it is true that some degree of rehabilitation financing could 


go forward. under the present Section 203 program, your Subcommit- 
tee has been impressed by the number of witnesses who recommend 
that a specific authority be set up for the rehabilitation insurance pro- 
gram. Many of the techniques for rehabilitation and redevelopment 
have been present for a long time. There is also a strong body of in- 
terest on the part of local community groups. What is needed is a 
stimulus to local community action and a method of enlisting the sup- 
port of builders and lenders for the program. It is the judgment of 
your Subcommittee that enactment of the recommended Section 220 
program will provide this stimulus. . We believe that the separate iden- 
tification of the new program will help materially in focusing atten- 
tion on its objectives and in enlisting the interest and cooperation of 
‘property owners, local governments, lenders, and builders. 


_ SECTION 221 


The general recommendations of the Subcommittee for enlargement 
and improvement of the FHA insurance programs should serve to 
assist In meeting the needs of the vast majority of American families. 
They will go a long way toward stimulating a large volume of new 
housing construction in large and small communities, facilitating 
modernization and rehabilitation of existing dwellings on an indi- 
vidual basis and in designated redevelopment areas; and making home 
ownership more feasible for families of low and moderate incomes. 
There are, however, some low-income families that present special 
problems and for whom a special solution must be devised. 

There is a substantial body of opinion which holds that local pro- 
grams of urban redevelopment or rehabilitation cannot develop rap- 
idly because of the absence of an adequate supply of relocation hous- 
ing for the displaced low-income families. The precise extent of this 
problem is not readily measurable. It will obviously vary from com- 
munity to community depending on the size and character of the local 
housing supply and on the comprehensiveness and effectiveness of 
local programs. It is clear, however, that when local housing codes 
are vigorously enforced to reduce the density of occupancy in desig- 
nated conservation areas, or when redevelopment areas are cleared, 
there will be a need for housing for relocation purposes. 

It is the opinion of your Subcommittee that the existing housing 
supply should be used to the utmost to meet such relocation needs. 
When the existing supply of housing for rent or sale at rents or prices 
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within the reasonable ability of the displaced families to pay is ex- 
hausted, it would be, in our judgment, far more practical and eco- 
nomical for the FHA to insure loans on small homes on generous 
terms than to construct publicly-owned housing at great expense to 
the Federal Government and the taxpayers. 

A second group of low-income families requiring special attention 
are those whose housing situations may not necessarily be directly 
affected by local rehabilitation or redevelopment programs. Families 
in this group are those living in substandard housing and who are 
unable without some form of private or public subsidy to acquire and 
maintain a decent minimum standard of housing. These are the 
families who, by and large, are eligible under present standards for 
admission to public housing. 


Recommendation No. 17: 


That for a period of 2 years to assist in meeting the housing require- 
‘ments of low-income families, as determined by the FHA Commis- 
sioner, your Subcommittee recommends the enactment of a new 
Section 221 in the National Housing Act. Section 221 should 
authorize the FHA Commissioner to insure loans up to $7,600 per 
dwelling unit with the addition of $1,000 in high-cost areas, as 
determined by the FHA Commissioner, for a term not in excess of 
40 years, and for certified eligible owner-occupants up to 100 percent, 
of the FHA estimate of the value of the property. These loans 
should be written at the going FHA rate of interest and with an 
annual insurance premium to be determined by the Commissioner. 
A separate insurance fund should be established for the protection 
of mortgages insured under Section 221 with a proviso that there 
may be no transfer of assets between this fund and other FHA mort- 
gage insurance funds as authorized in Section 219 of the National 
Housing Act. 

Section 221 loans should be insured for new construction as well as 
for existing dwellings which have been reconditioned sufficiently to 
provide sound security for the loan. 

The cash outlay required of an owner-occupant purchaser grea 
be a minimum of $200 including amounts to cover settlement costs 
and initial payments for taxes, hazard insurance, mortgage insurance 
premium, and other prepaid expenses. : 

To provide for construction on an efficient basis, FHA should issue 
commitments to builders or other non-owner-occupant mortgagors 
up to 85 percent of value with provision for conversion of the tem- 
porary loans into permanent 100 percent loans aR A sale to qualified 
owner-occupant purchasers. 
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Section 221 should be operated on a programmed basis. The FHA 
Commissioner, upon the basis of evidence submitted in the local 
request for Section 221 assistance, shall determine the extent to 
which the program should be authorized. The Commissioner 
should be guided by the principle that Section 221 assistance should 
be available only in those communities and only in such amounts 
as he shall determine to be necessary to meet the housing needs of 
eligible low-income families that are not and cannot be met from 
the existing supply or by the operation of conventional financing 
and regular mortgage insurance programs. | 

In the administration of this program, preference should be given to 
extending these liberal terms to families displaced by public housing, 
urban renewal, or various demolition programs. 


Low-income families receiving rent subsidies or other public as- 
sistance would not qualify under FHA credit standards for home 
mortgage financing. In order to provide homes for these families, 
the Section 221 program provides for firm commitments to builders 
or other non-owner-occupant mortgagors up to 85 percent of value. 
Provision is also made for the conversion of such commitments into 
insured mortgages with property ownership retained by the builder 
or other sponsor. This enables an eligible low-income family to rent 
the home possibly under a lease-purchase contract. The family would 
be eligible to acquire.the deed to the property at such time as family 
income becomes adequate to permit the termination of public assist- 
ance and to justify the qualification of the family as an owner-occu- 
pant home purchaser under FHA credit standards. The use of the 
lease-purchase contract will reduce the expense involved in trans- 
ferring the property to owner occupancy. 

The Subcommittee is of the opinion that in the operation of the 221 
program the FHA Commissioner should develop such regulations as 
are appropriate to control possible abuses in the use of the program. 
For example, the regulations should provide that if a property fi- 
nanced under the liberal terms of Section 221 is resold within a spe- 
cified time after its initial purchase that the full unpaid balance of 
the mortgage shall immediately become due and payable. Exceptions 
to this requirement, in appropriate cases, should be made at the dis- 
cretion of the Commissioner. 

The recommended program should not be brought into operation 
in any community which was not undertaking an active redevelopment 
or rehabilitation program under either the proposed Section 220 de- 
‘scribed under Recommendation No. 16 or under Title I of the Housing 
Act of 1949. Further, the local community must demonstrate to the 
satisfaction of the FHA Commissioner that the housing needs of 
eligible families are not and cannot be met from the existing supply 
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or from the operation of conventional financing and regular mortgage 
insurance programs. Each eligible family must be certified to the 
FHA by an appropriate local agency designated by the community: 
the local redevelopment authority, the local relocation agency, the 
local housing authority, the welfare board, ete. 

It is expected that the programs planned by the FHA Commis- 
sioner for individual localities will stipulate for each local program 
mortgage limits within the $7,600 limitation of this section which 
are appropriate to the income levels and construction costs of the 
individual localities and take into account the room composition and 
sizes of units to be provided. Provision is made for the addition of 
$1,000 per dwelling unit at the discretion of the Commissioner in 
high-cost areas. | 

For both groups of eligible families, family income and resources 
must be so low as to bar the family from meeting the liberalized 
down-payment requirements recommended by the Subcommittee for 
small home loans insured under Section 203 of the National Housing 
Act. For low-income families, as distinguished from families re- 
quiring relocation housing, the FHA Commissioner should establish 
an income eligibility schedule applicable to the particular community 
in which the program is authorized. Such schedules should be pat- 
terned substantially after those now applied by local housing authori- 
ties under the public housing program. 

The Section 221 program will, in the judgment of your Subcom- 
mittee, go a long Way toward meeting the needs for housing low-income 
families. This is not to say that there are not some families who 
for one reason or another have incomes so low that they will more 
or less continually be dependent upon private or public assistance to 
maintain a decent minimum standard of housing. These relatively 
few families will have to be subsidized in one form or another. How- 
ever, operations under Section 221 should in the long run have the 
effect of reducing the number of such families in any community to 
the point where local authorities should be able to accommodate them 
within the limits of their own resources and without Federal subsidy. 

One of the principal features which commends the Section 221 pro- 
eram, particularly insofar as it may be compared with the present 
method of accommodating low-income families, is that it does not 
present the same problem of dealing with over-income occupants that 
exists in the public housing program. Under Section 221, it would 
be up to the appropriate local agency to police any subsidy payments 
and to determine when such payments should be reduced or stopped 
completely. The technique permits an easy transition from the stage 
where a family requires public assistance to the status of that family 
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as a\self-supporting entity. There is no. problem of. uprooting fami- 
lies or'of disturbing the continuity of their social existence. , 

Exhibit 8 shows that the monthly carrying costs ofa. Section 221 
loan on a.$6,000 mortgage would amount to approximately $40.. This 
is the amount necessary, for principal and interest, loan servicing 
charges, insurance premiums and average estimated taxes and hazard 
insurance... Comparable costs. are shown for $7,000. and $8,000 
pe cane 

‘The Subcommittee has cenanidned the copdeean that oo main- 
tenance payments be required under this program. While we recog- 
nize that the idea is good in theory, it has. been ‘rejected as impractical 
in operation. The Subcommittee is convinced that families who own 
their own properties have a pride of ownership which leads to a,stand- 
ard of proper care and maintenance that no group of tenants has ever 
shown. ‘The owner-occupant is able to capitalize on his spare time to 
maintain his property with a resultant overall saving in maintenance 
costs, whereas the tenant 1s accustomed by tradition to leave mainte- 
- nance to his landlord. 

Your Subcommittee has in Recommendation No. 25 below suggested 
that the FHA mortgage insurance contract be appropriately amended 
to include the so-called “open-end” clause under which additional 
advances may be made for repairs, modernization or other permanent 
additions to realty. The use of an open-end contract in the proposed 
Section 221 program would in many cases provide the appropriate 
financing technique to accommodate major repairs or improvements on 
existing properties. Otherwise, mortgagees should be able to work out 
in appropriate cases a plan by which low-income family occupants 
can systematically accumulate a maintenance fund. 

Your Subcommittee is of the opinion that Section 221 is part of a 
four-way approach which it is recommending to assist in solving 
some of the problems involved in rehabilitation and redevelopment, 
in relocating displaced families, and in providing housing for low- 
income families eligible for public assistance. 

The first form of assistance is through the recommended. liberaliza- 
tion of the program of modernization and repair loans under Title I 
of the National Housing Act. Your Subcommittee is of the opinion 
that. improvement; of the existing housing supply through the use of 
Title I should prove of major assistance in upgrading the housing 
supply and in providing low-income families with an ppporiainany of 
improving their housing: standards... 

The second part of the program is pantaibeda in ag Sabsemoit ves s 
recommendations for extensive liberalization of Section 203... These 
recommendations provide for placing the existing house ona par with 
new construction for mortgage insurance purposes; for liberalizing 
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down-payment requirements on small homes; and for stimulating the 
production of small:homes by improving the acceptability and market- 
ability of the mortgage instrument. The inherent desire of the average 
American family to improve its housing standards is one of the 
dynamic forces behind the spread of home ownership. ‘Taken in con- 
junction with the program of modernization and repair, as well as the 
trade-in house program, more liberal’'terms for financing of new and 
existing structures in the long run should serve to improve the housing 
supply and to assist in meeting the needs of low-income families. 
The third technique is embodied in the recommendation of the 
Subcommittee for the enactment of a new section 220 program pro- 
viding for the insurance of loans for both new and rehabilitated 
structures in connection with the rehabilitation of blighted areas. 
The Section 220 program provides a’means by which local communi- 
ties, assisted by an economically sound program of mortgage insurance 
with favorable financing, will be able to engage in local programs of 
redevelopment and rehabilitation while providing a substantial vol- 
ume of adequate housing for families requiring relocation and for 
other families of low-income living in substandard ‘housing. | 
When these programs have failed to meet relocation requirements 
and the housing needs of the lowest income families, the local com- 
munity through its appropriate local agency will appeal to the FHA 
Commissioner for certification of eligibility to participate in the 
section 221 program. Thus, in the judgment of your Subcommittee, 
the section 221 program constitutes a “rifle shot” approach to follow 
the failure of all other methods and programs of meeting local 
requirements. 
: TITLE VI 


Recommendation No. 18: 


Your Subcommittee. recommends that Title VI of the National 
Housing Act be repealed. 


This recommendation is in line with the objective of the Suldbsu! 
mittee for the simplification of the National. Housing Act... Those 
present provisions of Title VI which have a continuing place in the 
insurance program are recommended for consolidation with Title IL. 

If. this recommendation is adopted, the reinsurance | operations’ for 
the expired programs under Sections 603 and.608 will be carried out 
under the long-term insurance program of Title I1.. It will also serve 
to accelerate the termination of the Title’ VI war housing insurance 
fund. 

Section 609, which ntDrree for a separate insurance program for 
prefabricated ‘housing, has been of only very limited use. Less than 
$5 million of insurance has been written by FHA in the 6 years since 
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Section 609 was enacted. In the opinion of your Subcommittee, the 
other insurance programs are sufficient to supplement normal finance: 
ing facilities to meet the needs of the prefabricated house industry 

The Section 610 authority for insurance of loans to finance the sale 
of publicly owned housing is recommended for repeal. The continu 
ing need for this authority is provided by including under Title 0 
an authorization for this activity. 

Little use has been made of the special program: under Recta 611 
for insurance of construction advances for the production of groups 
of 25 or more single-family homes. In a 5-year period, only $12 mil. 
lion of insurance covering less than 2,000 units has been written. Your 
Subcommittee believes that the provisions of Section 203 for firm com- 
mitments to builders and of Section 207 for the insurance of construc- 
tion advances provide ample facilities to replace the special nature 
program of Section 611. 


TITLE Vil 


Recommendation No. 19: 


Your Subcommittee recommends that Title VII of the National 
Housing Act be repealed. 


Title VII, enacted in 1948, was designed as a yield insurance pro- 
gram which would provide for a guarantee of a minimum rate of 
return on private capital invested in rental housing projects. Even 
though Title VII was a new and untried method of Government- 
insured financing, it was hoped that it would prove attractive tc 
pools of investment capital and thus become a stimulant to the produc- 
tion of rental housing. 

In the 5 years since the yield insurance program was authorized. 
there have been no bona fide applications and there is a serious ques- 
tion as to whether there is a demand or a need for this program. The 
Subcommittee has been advised by the FHA that: 

“In numerous instances, preliminary negotiations were carried on 
looking toward developing yield insurance applications. In each 
instance, as the conferences proceeded, it became evident that mort- 
gage insurance was more appropriate and more attractive to the spon- 
soring group. Even large pools of investors have indicated that they 
prefer to invest in insured mortgages because of the greater liquidity. 
Furthermore, experience has shown that corporations interested in 
making this type of investment, generally life insurance companies, 
have technical staffs to develop and analyze income properties and 
these institutions see no real reason for paying FHA an insurance 
premium for yield insurance.” 
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Accordingly, your Subcommittee recommends that Title VII be 
repealed. This would constitute an additional step toward the objec- 
tive of simplification of the National Housing Act. 


TITLE VIII 


Title VITI—also known as the Wherry Act—provides for a pro- 
gram of mortgage insurance to assist in the production of rental hous- 
ing for military or atomic energy personnel. Your Subcommittee is 
of the opinion that this program has served well its purpose of pro- 
viding adequate permanent housing and we are reluctant to recom- 
mend its repeal as long as there may be a continued need. 

The Subcommittee has been advised that the Atomic Energy Com- 
mission has no additional requirements for Title VIII assistance. The 
Department of Defense, on the other hand, reports a substantial but 
indeterminate additional need for permanent housing at military 
installations. The designation of military bases as permanent estab- 
lishments is dependent upon decisions to be reached in the first in- 
stance by the Joint Chiefs of Staff which is currently reviewing 
defense requirements. Uncertainties over the military budget and 
related appropriations also make accurate projections impossible. 
Nevertheless, the Department of Defense should be encouraged to 
take a current inventory of its housing supply and to spell out its 
housing requirements as definitely as current military planning will 
permit. 


Recommendation No. 20: 


Your Subcommittee recommends that Title VIII be extended on a 
standby basis for 1 year but that the authority not be used until the 
Department of Defense can present adequate factual information to 
demonstrate the continued need for this insurance program. 


A brief record of mortgage insurance operations of FHA under 
the Title VIII military housing program as of September 30, 1953, 
is Shown in the following table: 





Amount 


Number of “1: Dwelling 
: (millions : 
projects of dollars) units 

Mea IONS TOCCLY OG... 5 -- 22-2 2 59 se oo 296 $703 87, 906 

memearetpnipiiaassied )i)e: Aes Ye PPOs i242 277 670 83, 806 

IIE SUISULTOCLS tls Seg 2 eee ek | els gine eee ae 220 553 68, 810 
Construction status: 

MDE CO f9 8 ig os 3 ce 2 a oe ee cb oh ean ep ~~ ee ee eee ae ee 69, 596 

Com pleted@ievicyg 3433: (523 yee eee ee  - 1 £3 2 Se 50d - eS 60, 848 


Source: Federal Housing Administration. 
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TITLE 1X 
“Retommendation No. 21: : 


Your Rabcanmniiee recommends that Title IX of the ji a 
Housing Act be repealed. : 


Title IX of the National Housing Act sca as for a special 
program, of mortgage insurance. to assist in, the financing of pro- 
grammed permanent housing in. designated critical: defense housing 
areas. Operations: under this authority have been the object of much 
serious question and. your Subcommittee is of the opinion that Title 
IX shouldbe repealed, 

This, position is. taken for two reasons: first, desu in. pilitery 
plans and related housing requirements have cele realistic program- 
ming, of defense housing almost. impossible; and second, the Sub+ 
committee is simultaneously,,recommending extensive liberalization 
of the Title IL mortgage insurance program.. In our opinion, peace- 
time defense housing needs in the future can be met just as expedi+ 
tiously, if not more so, by private enterprise throvgh, the paenonns 
Title II program than through Title IX. ' 

‘The recommended repeal of Title IX constitutes an iideitel tox 
toward the objective of simplification of the National Housing Act. 

Defense housing activity has fallen off sharply in recent; months\ 
As. of June 30, 1953, there were 115,193 dwelling units in FHA. Title 
IX aes During the months of July, August, and Septem- 
ber mortgage insurance for only 458 additional units was requested. 
Since January 1, 19538, the total number of units programmed for 
privately financed construction of defense housing has increased by 
only 1,375 units from 98,224 at the beginning of the year to a net 
of 99,619 as of September 30, 1953. The status of Title IX operations 
and the programming of dtenss housing ‘at the end of September 
1953. are shown in Exhibit 9. | 


THE FHA MORTGAGE INSURANCE CONTRACT 


Your Subcommittee recommends revision of the FHA mortgage 
insurance contract on 1- to 4-family housing under Section 203 and 
under the proposed Section 220 in the following respects: 


- Recommendation No. 22: 


The insurance contract should provide for an allowance to the mort- 
' gagee of $75 or two-thirds of the actual approved foreclosure costs, 

whichever is greater. Allowable foreclosure costs should, in all 

cases, be subject to approval by the FHA Commissioner. oe 
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‘This proposal will replace the present schedule of allowable fore- 
closure. costs which vary under the several age sections of the 
National Housing Act: | 


Recommendation No. very 


| The term of all FHA debentures, regardless of the title or section 
of the National Housing Act under which they are issued, should be 
for 10 years fromthe date of issue. ‘This recommendation applies, 
of course, only to future insurance contracts. 


The Subcommittee has considered many proposals for the change 
of the present procedure under which the rate on FHA debentures is 
set at the time of the issuance of the insurance contract. After ex- 
tended discussions, the Subcommittee recommends that the present 
policy and procedures with respect to debenture interest rates be 
continued, 


Recommendation No 0. 24: x 


The privilege of using FHA debentures in the payment of mortgage 
insurance premiums should be continued but only to the extent and 
in the manner now permitted under FHA regulations. 


OPEN-END MORTGAGE 


Recommendation No. 25: 


‘Your Subcommittee recommends that the pertinent provisions of 

the National Housing Act be amended to permit the FHA to include 

in its mortgage insurance contract the so-called “open-end” clause. 

Funds advanced under an insured open-end mortgage should be used 

exclusively for repairs, improvements, enlargements, modernization, 
_and permanent additions to realty. 


The open-end mortgage is one which permits an additional advance 
of funds without requiring refinancing together with the associated 
costs of a new loan closing and recording. ‘One of the major stumbling 
blocks to the widespread use of the open-end mortgage has been the 
legal requirement in some states that a full title search be made in 
connection with an additional advance under an open-end mortgage. 
This problem is being overcome, however, as some of the. largest: title 
companies in the country are now offering a title service at the rela- 
tively low cost of $5 per $1,000. 

“The use of the open-end mortgage should assist in the maintenance 
and improvement of the housing supply. It provides a method by 
which the average homeowner could readily obtain funds to finance 
the modernization and repair or expansion of home properties as his 
family grows in size or his economic status improves. It is the opinion 
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of the Subcommittee that widespread use of the open-end mortgage 
could have a significant impact on the economy of the Nation. 

Certain changes in FHA regulations and procedures would be re- 
quired as well as amendment of Section 204 of the National Housing 
Act, which governs the issuance of debentures in connection with the 
default of an insured mortgage loan. It is our opinion that the re- 
quired regulatory changes and statutory amendments can be made 
without excessive difficulty and we so recommend. 


FLEXIBILITY OF OPERATIONS 


Your Subcommittee is greatly concerned over the manner in which 
the insurance operations of the Federal Housing Administration have 
been hampered during the years by the limiting provisions of the 
statute concerning the gross amount of insurance lability which may 
be outstanding at any one time. Your Subcommittee is also concerned 
over the fact that budgetary limitations have often served to put FHA 
in the position of being unable to maintain a staff adequate to serve 
the needs of the home-seeking public. 

These two subjects are directly related and they have forced FHA 
repeatedly to go through the process of seeking relief from the Con- 
gress. To be an effective aid in housing and home finance, the FHA 
requires a considerable degree of flexibility in its operations. It 
should not be in the position of having to close down insurance oper- 
ations because of the exhaustion of an arbitrary insurance liability 
ceiling. It should be in a position budgetwise to meet the unpre- 
dictable nature of the volume of insuring operations. 


INSURANCE AUTHORIZATION 


In the operation of the FHA insurance programs, there is a high 
degree of uncertainty over the volume of applications which will be 
submitted by home builders and mortgagees. For this reason, it is 
impossible to forecast accurately the dollar amount of insurance au- 
thorization which will be required for each separate program in a 
given period of time. The volume varies not only with changing eco- 
nomic conditions but also with changes in statutory requirements: 


Recommendation No. 26: 


Your Subcommittee recommends that FHA be provided with a_ 
single, revolving insurance authorization to cover all mortgage 
insuring operations. The total authorization should not exceed 
during any fiscal year the sum of outstanding balances of insured 
mortgages in force and outstanding commitments as of the begin- 
ning of that fiscal year plus $3 billion. 
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Adoption of this recommendation will avoid the present necessity 
for repeated congressional action to extend FHA insuring author- 
izations. 

Under this recommendation, a single amount could readily be estab- 
lished as the extent of current FHA mortgage insuring authority 
under all programs—a desirable objective which is not now possible. 
The present systems of mortgage insurance and yield insurance are 
operated under seven separate insurance authorizations, three of 
which are “revolving” authorizations (i. e., Insurance authority may 
be reused as insured loans are amortized or retired) and four of which 
are one-time authorizations. The individual authorizations may be 
increased or decreased by Presidential transfer of unused authority 
from one program to another, pursuant to an amendment of Section 
217 adopted in 1952, or by allocation from a general pool of authority 
created in Section 217 when that section was enacted in 1951. 

Since 1988, the date of the first amendment to the Title II author- 
ization, FHA records indicate 57 changes in insurance authorizations 
involving either Congressional or Presidential action. It is reported 
also that on at least 10 occasions during that time the exhaustion of 
an insurance authorization has required that insuring operations under 
one or more of the active programs either be suspended or placed 
under direct headquarters’ control. 

The $3 billion annual increase plus the runoff of outstanding lia- 
bility will be adequate for FHA operations in all except periods of 
unusually heavy activity and then only in the latter part of any fiscal 
year. At such times, special requests for additional Congressional 
authority would be both feasible and desirable. The recommended 
$3 billion figure is probably large enough to take care of the new 
insurance business to be generated by the enactment of the new pro- 
grams of mortgage insurance recommended herein. 

Exhibit 10 shows the amounts of mortgage insurance written annu- 
ally during recent years and the net increase in outstanding liability. 


BUDGET FLEXIBILITY 


The FHA requires a high degree of budgetary flexibility in order 
to permit the agency to adjust to the unpredictable fluctuations in the 
volume of insurance applications and insurance claims. In practical 
operation, the budget limitation is fixed by the Congress in the annual 
appropriation act based upon budget estimates prepared some 3 to 
5 months before Congress begins its consideration of the budget and 
from 9 to 11 months before the beginning of the fiscal period covered 
by the budget estimates in question. Over the years, the difficulty of 
predicting with accuracy what the public demand for FHA insurance 
will be has been further complicated by frequent changes in legisla- 
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tion or changes in Government policies. ‘There have been an average | 
of two amendments to the National Housing Act for every year since | 
FHA was organized. ‘The volume of business may be affected not | 
only by general economic conditions or by legislative or Sacnpeiee 4 
changes, but it is also affected by specific localized conditions. 

This situation was recognized by the Congress several years ago shan | 
a degree of flexibility was incorporated into the National Housing Act | 
under the terms of Public Law 387 approved October 25, 1949. ‘This. 
statute provided in effect that certain expenses in the FHA related to | 
the examination and insurance of loans and expenses in connection | 
with claims should not exceed 35 percent of the income received by | 
the FHA from premiums and fees collected during the preceding | 
fiscal year. ‘The operation of this limitation served to permit FHA to | 
expand and contract its processing facilities as conditions warranted. | 
As a result, FHA was able to adjust its operations to meet the needs 
of the home building industry and the public more adequately while 

at the same time protecting the Government’s interests. 

' This authority was effective for only two fiscal years—1950 and 
1951. Beginning with the fiscal year 1952, the Congress reimposed a 
limitation on the expenses defined in Public Law 387 at levels sub- 
stantially below those permitted by the statutory formula. 


Recommendation No. 27: 


Your Subcommittee recommends that the Congress and the appro- 
priation committees be urged to return to the principle of Publc Law 
387 or to develop another formula designed to achieve the objective 
of flexibility in the FHA’s operating budget. 


The objective of budgetary flexibility is in no sense incompatible 
with the objectives of the Administration for budgetary control. In- 
stead, it recognizes the need of the operating agency to adjust its staff 
and requirements to changing workload over which the administrative 
agency has no control. 

Any plan for budget flexibility sae is developed should be sur- 
rounded by proper administrative safeguards. Within the limitation 
of whatever flexibility formula may be developed, the FHA should 
continue to request and receive quarterly apportionments from the 
Bureau of the Budget. The FHA in its annual budget submission to 
the Bureau and to the Congress should present a detailed justification 
of actual and estimated expenses under the flexibility formula. When 
marked changes occur in the volume of operations, FHA should be in 
the position of being able to apply to the Bureau of the Budget for a 
revision of the apportionment within the statutory flexibility limita- 
tion to meet the demand. The Bureau, which follows FHA’s opera- 
tions closely from month to month, would be in a position to act 
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quickly to meet the need. The reverse of this procedure would apply 
when the volume of business drops and a reduction in an opportion- 
ment would be in order. , 

One suggestion of an alternative formula to Public Law 887 is that 
FHA be authorized to exceed by 20 percent the approved budget 
amount for a given fiscal year in the event of a workload that exceeds 
the level of activity contemplated in the regular budget presentation. 
The Subcommittee believes that a formula such as this would be ade- 
quate to provide the flexibility necessary to FHA insurance operations. 
We are not, however, recommending any specific formula for it is our 
opinion that this is a subject on which agreement must be reached 
between the Bureau of the Budget and the appropriate standing com- 
mittees of the Congress. 

Exhibit 11 shows fee and premium income during recent years, the 
maximum amount available for operating expenses under the terms 
of Public Law 387, the amount of expenses authorized in annual appro- 
priation acts, and actual expenses of the FHA. 


THE TRADE-IN HOUSE PROGRAM 


Your Subcommittee is in agreement that the trade-in house program 
could be a significant economic force in the economy. The general 
recommendations contained herein—particularly that which provides 
for the liberalization of insured mortgage loan ratios for existing 
housing—should prove to be an important stimulus to the trade-in 
house program. There is a growing awareness on the part of both 
builders and lenders of the good that an effective program of this kind 
would achieve in upgrading the Nation’s existing housing supply and 
in assisting individual families to adjust their housing facilities as 
family size and economic status change. The Subcommittee is of 
the opinion that the necessary legislative tools exist and that within 
the framework of such regulations and procedures as the FHA Com- 
missioner may prescribe the trade-in house program will become an 
effective component of the mortgage insurance program. 


Recommendation No. 28: 

Your Subcommittee recommends that appropriate administrative 
steps be taken by the FHA Commissioner to permit the wider use 
of the trade-in house program. 


Related Recommendations 
INTEREST AND DISCOUNT RATES 


Your Subcommittee has had extended discussions with representa- 
tives of interested agencies and organizations on the broad question of 
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interest and discount rates as they affect the operations of the FHA 
and the VA. The Subcommittee is aware that this subject has been 
under review by the Housing Credit Facilities subcommittee which is 
recommending a plan providing machinery whereby rates on FHA 
and VA loans would be determined by a representative interagency 
committee. Under this plan, rates would be confirmed or revised from 
time to time after a careful study of the supply and demand for mort- 
gage funds as well as other factors in the National economy. 

It is the judgment of the Subcommittee that present conditions in 
the mortgage money market do not warrant a change in the statutory 
interest rate ceiling now, and indeed a change might tend to destroy 
the gains which the market has made toward stability in recent months. 


The attention of your Subcommittee has been drawn to a problem 
which exists in certain areas of the country—primarily in those States 
which are dependent upon outside sources of funds to meet home 
mortgage financing requirements. Section 504 of the Housing Act 
of 1950, as amended by Public Law 94, approved June 30, 1953, has 
been interpreted as divorcing the matter of fees and charges from the 
losses sustained in the marketing of loans. 

Section 504 relates to both FHA-insured and VA-guaranteed 
loans. Under the terms of the statute, a builder may reimburse an 
original lender for any loss sustained by that mortgagee in the market- 
ing of loans resulting from the sale of houses erected by that builder. 
Since it is impossible for the mortgagee to determine in advance 
whether he can sell these loans or the amount of loss that he might 
sustain, originating lenders are reluctant to enter into arrangements 
of this kind. 

This creates two principal types of situations: first, with respect 
to FHA loans, the practical effect is that the builder has to use his 
local lender as a middle man—going to another FH A-approved mort- 
gagee who will agree in advance to buy the finished loan at a discount. 
This procedure has resulted in the payment of heavier discounts than 
would be the case if builders and lenders were negotiating locally for 
mortgage money. 

Second, in the case of VA loans, builders have been forced by the 
circumstances of statute and regulations to become non-supervised 
VA lenders, closing mortgage loans in their own offices or through 
the use of title companies, so that they can then be sold to permanent 
investors at the discount prevailing in the market. 

Your Subcommittee is of the opinion that this matter should be 
brought to the attention of the FHA Commissioner and of the VA so 
that appropriate statutory amendments or regulatory changes as re- 
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quired may be made to eliminate one step in this complicated pro- 
cedure. Simply stated, what is desired is that the builder be able 
to deal directly with a lender of his own choice, doing away with the 
necessity of having a third party in the transaction. 

This suggestion is advanced as one that will benefit the builder and 
the home purchaser as well as the local lending institution. In the 
first instance, it will free the builder from a considerable amount of 
red tape. Secondly, the home owner will benefit through cost savings 
in home purchases as the discount situation would be eased. And, 
finally, the local financing institution would be better able to take 
care of local financing requirements. . 


MANDATORY BUILDER’S WARRANTY 


Your Subcommittee has held extended discussions with representa- 
tives of Government agencies, labor organizations and trade associa- 
tions which have an interest in the proposal for a mandatory builder’s 
warranty in connection with Government-insured or guaranteed home 
mortgage financing. Evidence presented to the Subcommittee shows 
that the volume of home owner complaints, particularly from veteran 
home buyers, has fallen off very substantially in recent months. Al- 
though many complaints of the past were the direct result of the 
publicity arising out of the several congressional investigations and 
although representations by home owners were often without founda- 
tion, the investigations were extremely helpful in uncovering real 
deficiencies. ‘These deficiencies, however, can best be corrected with- 
out the adoption of a mandatory builder’s warranty. It should also 
be noted that many of the deficiencies that have been publicized dated 
to a time when many inexperienced builders were operating in an 
exceptional seller’s market. 


Recommendation No. 29: 


Your Subcommittee recommends against the adoption of a manda- 
tory builder’s warranty in connection with Government-insured or 
guaranteed home mortgage financing. 


The Subcommittee has learned that both FHA and VA have positive 
procedures to handle the complaints of home owners and to deal with 
the builders of homes which prove defective. Under these’ proce- 
dures, FHA or VA may suspend or withdraw insurance or guaranty 
privileges from builders who refuse to make good when it is proved 
that the home owner has a justifiable complaint. Special emphasis 
should also be given to approval of sites and to site engineering, since 
a large proportion of the complaints concerned such matters as drain- 
age, rather than actual construction defects. 
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The Subcommittee is in general agreement with the objective to be 
achieved by the proposal for a mandatory builder’s warranty. Tt is 
our judgment, however, that the imposition of such a warranty In 
connection with Government-assisted home financing would do more 
harm than good. The proposal has so many burdensome administra- 
tive and budgetary implications that it would be unworkable. 

The suggestion has been made, and the Subcommittee believes that 
it would have a salutary effect, that builders should be required to file 
with the FHA or VA a sworn statement of substantial comphance 
with plans and specifications. A further suggestion which has con- 
siderable merit is that the FHA and VA should establish a procedure 
for the exchange of information concerning those builders with whom 
the respective agencies have had unsatisfactory results in the matter 
of satisfying justified home-owner complaints. é 


AVAILABILITY OF MORTGAGE MONEY FOR RURAL 
NONFARM AREAS AND SMALL COMMUNITIES 


Your Subcommittee has directed its attention to the question of 
availability of adequate mortgage money for the home financing re- 
quirements of rural nonfarm areas. Although no precise measure- 
ment is presently available, concrete evidence of the problem is con- 
tained in the difficulties which prompted the enactment of the VA 
direct lending program and the fact that only 5 percent of FHA home 
mortgage insurance has been reported by counties with no urban com- 
munities of 10,000 or more. (See Exhibit 6.) These counties 
accounted for nearly one-fifth of the Nation’s nonfarm dwelling units 
in 1950, Testimony from various witnesses confirmed that conven- 
tional financing is only slightly more readily available in these com- 
munities than is FHA- or VA-assisted financing. 

Although the official definition of “nonfarm” makes a distinction 
between “urban” and “nonfarm” on the basis of populations above or 
below 2,500, the Subcommittee is of the opinion that home financing 
problems are essentially similar in most communities of 10,000 or less 
which are not within the immediate sphere of influence of larger 
communities. 

The home financing problems of these areas stem principally from 
three circumstances. First, the local pools of savings are generally 
inadequate for substantial home financing activities. Second, major 
sources of funds outside the local communities are hesitant to enter 
these markets in adequate volume because of higher servicing costs and 
doubts about favorable experience in view of the relatively limited 
marketability of homes in smaller communities. And third, it has 
been suggested, that local sources of finance have generaily not made 
aggressive effort to solve the home financing problems of their areas, 
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either because of inertia or lack of appreciation of the problems and 
opportunities that are present. 

Three major steps may be noted which the Subcommittee believes 
will contribute to relief of the problems of home financing in smaller 
communities. First, the growing prefabrication industry is alert to 
the marketing opportunities in these communities and is developing 
financing techniques adapted to their needs in these areas. The forces 
of competition can be expected to lead to some benefits to all home 
financing as a result of these operations. 

Second, your Subcommittee Recommendation No. 9 proposes au- 
thority for the FHA Commissioner to permit an appropriate monthly 
service charge in connection with Section 203 mortgages in these areas 
as an offset to the higher servicing costs which outside lenders would 
encounter in these areas as compared with operations in larger 
communities. 

And third, Recommendation No. 1 increases the maximum amounts 
and repayment periods for FHA Title I modernization and improve- 
ment loans, changes which may be more than normally effective in 
smaller communities since these operations do not entail individual 
case reviews or processing by FHA. 


Recommendation No. 30: 


As a further aid, your Subcommittee recommends that FHA and 
VA consider the feasibility of providing special assistance to mort- 
gagees in small communities in the preparation of application forms 
and exhibits required to initiate either FHA or VA case processing. 


Perhaps traveling representatives, who would call on lenders in 
small towns periodically, would be effective in such a plan. It was 
also suggested that FHA investigate the possibilities of providing 
improved service to these smaller communities through use of local 
qualified appraisers and architectural inspectors on a fee basis. 

The Subcommittee received two specific proposals which in the 
judgment of the Subcommittee are beyond the purview of our investi- 
gations. The first was a proposal that FHA-insured mortgages made 
by commercial banks be omitted, as are VA-guaranteed loans, in the 
computation of the permissible volume of real estate loans that may 
be made in relation to capital and surplus or savings deposits: The 
second was a proposal that out-of-town correspondents be permitted 
to purchase participation shares in the insured or guaranteed loans 
previously originated by commercial banks in smaller communities. 
Under present rules, such participation must be arranged for prior to 
origination of the loan. Compliance with this rule for each indi- 
vidual small home loan is cumbersome and unworkable. 
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In this connection, it is the understanding of the Subcommittee that 
the Subcommittee on Housing Credit Facilities has explored the 
question of participation loans and has found that a modest number 
of such transactions has taken place. 

As a measure which may assist in stimulating the flow of home 
mortgage funds into small communities, we wish to join the Housing 
Credit Facilities Subcommittee in recommending that appropriate 
amendments be made to the regulations of the Federal Housing Ad- 
ministration and of the Veterans’ Administration, relating to loans 
guaranteed under the Servicemen’s Readjustment Act, so as to permit 
and encourage the origination and sale of participations in individual 
mortgages. | . 
HOUSING FOR MINORITY GROUPS 


Your Subcommittee has devoted very considerable thought and 
attention to the problem of improving the housing of minority groups, 
both as to standards of quality and general increase in the number 
of available units., It is our judgment that the liberalizations in 
the statutory requirements for the insurance of mortgage loans under 
Section 208 of the National Housing Act will serve to assist minority 
groups in obtaining more adequate housing to a very substantial 
degree. The schedule of smaller down payments recommended for 
Section 203 mortgage loans, together with the recommendation to 
put down payments on existing housing on a par with new construc- 
tion, should go a long way toward improving housing availability 
and housing standards for minority group families. 

Since a large part of minority group families are in the lower 
income brackets, a program designed to facilitate the acquisition by 
such families of sound or reconditioned existing housing of lower 
cost will be, we believe, the one most likely to succeed in serving 
effectively to meet the practical needs of such families. This was 
a major consideration influencing your Subcommittee’s recommenda- 
tion that the lower down payment schedules for new housing be made 
applicable to existing housing. 

Your Subcommitte heard testimony of the progress being made 
by the FHA in providing insured mortgage financing for housing 
for nonwhite families. Not only has FHA expanded its staff of 
personnel assigned to minority housing problems, but also FHA has 
engaged in several studies and market analyses which have pointed 
up the problems that exist and the possibilities for solution. 

Statistical data show the marked rise in family incomes of minority 
/ groups in recent years. It has also been demonstrated that minority 
group families have proved to be satisfactory credit risks. It is the 
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judgment of the Subcommittee that these data should be made avail- 
able more widely in an effort to overcome the reluctance of builders 


and lenders. | 
COMMUNITY FACILITIES 


The Subcommittee has reviewed the activities of the Housing and 
Home Finance Agency in making loans and grants for the provision 
of defense community facilities and services in critical defense hous- 
ing areas. Title IIL of Public Law 139 under which this program 
has gone forward expires on June 30, 1954. Approximately $20 mil- 
lion was appropriated to the Administrator and some $4.6 million to 
the Public Health Service. These funds have been used to assist some 
100 communities in providing essential facilities, primarily water and 
sewer projects. 


Recommendation No. 31: 


Your Subcommittee is of the opinion that any remaining defense- 
related needs for community facilities should be apparent at this 
time and should be accommodated prior to the scheduled expiration 
date of Title Lil of Public Law 139. 


Exhibit 12 shows the number and dollar amount of loans and grants 
by type of project assisted under this program. 


The VA Home Loan Guaranty System 


The program of home loan guaranties for veterans has in less than 
10 years come to play a significant role in home mortgage financing. 
The program was authorized under the terms of the Servicemen’s Re- 
adjustment Act of 1944, generally referred to as the GI Bill of Rights. 
From the time the program was started until the end of September 
1958, more than 3.1 million veterans have had their home loans guar- 
anteed or insured by the Veterans’ Administration. These loans were 
in a principal amount of $20.7 billion and the guaranty or insurance 
amounted to about $11.1 billion. It is estimated that at the end of 
September 1953, approximately $15.3 billion of principal balances 
was outstanding. 

Up to the present time defaults have not been significant. Only 
about 17,000 claims have been paid and some 11,600 properties ac- 
quired, while almost half a million guaranteed loans have been paid 
in full. Loans on which claims have been paid are equal to only one- 
half of 1 percent of total loans closed. 

There is attached as Exhibit 13 a brief summary of the home loans 
guaranteed or insured by the VA. This statement also includes a 
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record of home loan applications and loan closings by years and a 
summary of property management activities. | 
In addition to the guaranty program, to enable veterans to purchase 
homes in areas where mortgage money is in short supply, a program 
of direct loans was authorized. As shown in Exhibit 14, by the end of 
September 1953, some 38,000 veterans had received direct home loan 
assistance amounting to just over a quarter of a billion dollars. 


POTENTIAL LIABILITY OF VA PROGRAM | 


Your Subcommittee is impressed by the fact that the outstanding 
volume of loans which have been guaranteed or insured by the VA is 
at, the present time just about equal to the outstanding insurance lia- 
bility of the FHA: This has given rise to concern over the contingent 
liability to the Federal Treasury. While the FHA, in accordance 
with the statutory provisions of the National Housing Act, charges an 
insurance premium and is accumulating reserves with which to meet 
losses, no similar provision exists in connection with the veterans 
program. Furthermore, the FHA insurance contract provides for 
payment in debentures upon default of insured mortgages, while the 
VA meets its claims by cash payments. . 

Your Subcommittee has considered the desirability of establishing 
a reserve to support future losses in the VA program. Some wit- 
nesses have suggested that a reserve equivalent to one-half of 1 percent 
of the amount of loans guaranteed should be provided by annual 
appropriation. | | 

Another proposal presented to the Subcommittee is that in order to 
reduce the potential cash exposure of the Treasury to loss, the VA 
program should be put on the same type of debenture settlement basis 
as the FHA follows today. This would serve, in the event of a severe 
real estate depression, to permit the Federal Government to meet the 
liability for losses in the VA home loan guaranty program by issuing 
debentures in exchange for defaulted mortgages—instead of forcing 
the Treasury to enter an unfavorable market to sell obligations to get 
the money to pay off claims in cash. fe 

Both the FHA and the VA have been administering their programs 
during an almost constantly rising real estate market. For this rea- 
son, it is difficult to estimate the true extent of the contingent liability 
of the Government by virtue of the mortgage insurance and guaranty 
programs of the two agencies. 

In the time available to your Subcommittee, it has not been possible 
‘to arrive at a conclusion of what should be done about the potential 
liability of the VA program. We are aware that the Subcommittee 
on Housing Credit Facilities has also explored this matter in connec- 
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tion with their investigations and we join in their recommendation 
that a study bemade. On the basis of such a study, the Administration 
would be able to recommend to the Congress an appropriate course of 
action. 


Recommendation No. 32: 


Your Subcommittee recommends that an objective and independent 
long-range study be made of the loss that may reasonably be antici- 
pated on the loans subject to partial guaranty or insurance by the 
Veterans’ Administration under the provisions of the Servicemen’s 
Readjustment Act of 1944. 


This recommendation of your Subcommittee is in accord with the 
position which we have taken in connection with the reserve position 
of the FHA as discussed in an earlier section of this report. 


OPERATIONS OF THE VA HOME LOAN GUARANTY PROGRAM 


Your Subcommittee has devoted a considerable amount of time to 
the administration and operation of the home loan guaranty program. 
We have met with representatives of the principal national veterans 
organizations as well as with builders and lenders and officials of the 
Federal agencies intimately connected with the program. These dis- 
cussions and meetings have produced an abundance of criticism of 
the program and many recommendations for full or partial merger 
or consolidation of the FHA and VA programs. 

In our meetings with representatives of the national veterans or- 
ganizations, we learned that those groups are, by and large, committed 
to the single veteran agency concept and are inclined to look upon 
the divorcement of the home loan guaranty program as a step toward 
further dismemberment of the Veterans’ Administration. These rep- 
resentatives also advised your Subcommittee that there would have to 
be a showing of substantial and significant benefits in terms of cost 
savings and service to the veteran to bring about a change in this 
attitude. 

In order to find the primary sources of the troubles that had been 
related to the Subcommittee, to provide the documentation desired 
by the veterans organizations and to assist the Subcommittee in 
arriving at a reasonable and proper conclusion, we undertook a na- 
tionwide survey of home builders and home mortgage lenders. This 
survey was designed to provide the Subcommittee with a body of fac- 
tual information and to identify the particular areas of duplication — 
and overlapping between the two systems that have caused the 
reported concern of builders and lenders. 
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As a further step, two consultants were employed on behalf of the 
Subcommittee to conduct investigations in the field, to evaluate the 
results of the special survey, and to provide advice and recommenda- 
tions for the benefit of the members of the Subcommittee. 


RESULTS OF THE SURVEY 


The survey conducted by your Subcommittee showed that major 
variations between FHA and VA are to be found at almost every stage 
of operations. Although the 2 programs are basically similar, the 2 
agencies vary widely in market analysis, land planning and construc- 
tion requirements, and in appraisal and inspection standards. 

The principal objections as shown by the survey are: 

1. The time required to secure VA appraisals and Certificates of 
Reasonable Value. The survey showed that on the average it takes 
twice as long to get a CRV from the VA field office than it does 
to get an FHA commitment. Many commented that VA appraisals 
are unrealistic, making no allowance for refinements in building prod- 
ucts or planning, and forcing builders to leave out popular items de- 
manded by veteran purchasers. The result has been the production of 
a minimum house unacceptable to many veterans. Some respondents 
claimed that the trouble with VA appraisals goes directly to the fact 
that the VA field service does not have the kind of cost section that 
FHA maintains for purposes of accurate and constant compilation 
of cost data. | 

2. ‘The time and expense involved in submitting duplicate materials 
to the two agencies where dual commitments are sought. Many re- 
ported that VA insists on additional documents and exhibits not re- 
quired by the FHA. This is particularly true in connection with 
VA’s new subdivision requirements. Inasmuch as VA field offices are 
not staffed with personnel technically qualified to pass on subdivision 
plans, they require that a professional engineer independent of the 
engineering firm employed by the developer: pass on and approve sub- 
division proposals. This requirement entails considerable additional 
expense and loss of time to the developer who tries to build for both 
the FHA and VA market. 

3. The wide variance in the application of Minimum Property or 
Construction Requirements by the FHA and VA offices. Major varia- 
tions were reported by more than 60 percent of the respondents. Many 
volunteered the comment that this has produced an almost impossible 
situation from the standpoint of stability of building operations and 
often leads to substantial added costs. There were many additional 
complaints to the effect that VA field personnel are not consistent in 
applying these standards. 
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4, Wide variations between FHA and VA construction cost. esti- 
mates and determination of improved lot values. One-third of those 
responding to the survey stated that the conflicting procedures of the 
two agencies decreased the availability of funds locally for investment 
in home mortgage loans. 

5. The delay in getting final VA inspections. Not only does VA 
require an additional final inspection in many cases after FHA has 
already made inspections, but extended delays in getting this final VA 
inspection made often postpones loan closing and possession by the 
veteran purchaser. 

6. The inability of VA to handle a general escrow in connection with 
a housing project. ‘This causes considerable delay and additional costs 
in preparing individual escrows for each property in a development. 

7. The additional costs resulting from duplication and conflict of 
procedures. As shown in the following table, most builders and 
lenders responding to the survey reported that additional costs were 
present. Many volunteered the obvious comment that these additional 
costs, as well as other items of indirect costs, are always passed on to 
the veteran purchaser. 


Estimates of Increased Cost Caused by Duplication and Conflict of Procedures 
between FHA and VA 
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The survey showed, too, that the faults were not all on the VA side. 
In some areas, the VA is preferred over the FHA. even in the presence 
of some added cost factors. Some builders reported that VA inspec- 
tors being fee personnel spotted all over an area were often able to give 
faster service in outlying communities than FHA salaried appraisers 
or inspectors who had to travel long distances. In some areas, the 
FHA office was charged with not giving as good service as the VA 
office. A few held that FHA appraisals were not as realistic as VA 
appraisals. These comments were in the smallest minority. Never- 
theless, your Subcommittee is of the opinion that the Administrator 
should take up these matters with the FHA Commissioner, so that any 
areas of weakness in FHA field operations may be corrected. 
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The net result of the duplication and overlapping between the sys- 
tems of home mortgage loan insurance and home loan guaranty has 
been the progressive discouragement of home builders and lenders to 
participation in the respective programs. In responding to the sur- 
vey conducted by your Subcommittee, some few builders have re- 
ported that they were abandoning the use of FHA mortgage insur-_ 
ance. On the other hand, many builders and lenders volunteered that 
they had long ago completely stopped participation in the VA home 
loan guaranty program. In addition, evidence has been presented to 
the Subcommittee that the vast majority of small builders throughout 
the country have long since stopped producing homes for sale to 
veterans. | . 

These small builders, who normally have limited access to sources 
of financing and who work on a small margin of profit, have been 
unable to maintain efficient operations when faced with the many 
delays and added cost factors that have beset their efforts to produce 
homes for veterans under the VA home loan guaranty program. 

Not all large builders have as yet abandoned the VA program al- 
though many of them have indicated that they propose to do so unless 
the present difficulties are corrected. In some areas, however, the 
large-scale builder that continues to operate under the VA program 
is doing so under protest. The responses to the survey of your Sub- 
committee show an increasing amount of irritation with VA. pro- 
cedures and requirements. They report that the increased cost of 
doing business with the VA is in all cases passed on to the veteran 
purchaser. 

The veteran himself is pretty much removed from the operations of 
the VA home loan program. The matters discussed here are of a 
rather technical nature and not understood by the average citizen. All 
that the veteran knows is that he was not able to purchase a given 
home, or that it took him a long time to consummate the purchase, 
or that the home he succeeded in purchasing cost more than it should 
have. It is impossible, of course, to estimate the number of veterans 
who have been denied homes as a result of these difficulties or to 
estimate accurately the total of additional costs that have been added 
to the purchase price. 


CONCLUSION 


It is the judgment of your Subcommittee that the underlying pur- 
pose of the home loan guaranty program is to enable the veteran to 
get a home with favorable mortgage financing. Starting from this 
premise, we have had extended discussions over the best method of 
giving effect to the manifest congressional intent. 
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We believe that this method is embodied in the following recom- 
mendation : 


Recommendation No. 33: 


Your Subcommittee recommends that the President direct the 
Administrator of the Housing and Home Finance Agency, the 
Administrator of Veterans’ Affairs, and the Commissioner of the 
Federal Housing Administration to work out an interagency agree- 
ment under which the Veterans’ Administration would contract 
with the Federal Housing Administration to perform the technical 
functions of processing veterans’ home loan applications under the 
present home loan guaranty program. 


This recommendation is designed to have one agency of the Federal 
Government charged with the administration of the functions of 
market analysis; land planning requirements; valuation and, ap- 
praisal; minimum property and construction standards; and prop- 
erty inspection. 

The interagency agreement should remain in force from year to 
year until canceled by mutual agreement, or by either party upon 
adequate notice in writing by either party to the other. 


Your Subcommittee recommends that an Assistant Commissioner, 
who should be a veteran, be designated by FHA to supervise these 
operations and to maintain liaison with the Assistant Administrator 
for Veterans Benefits (Loan Guaranty). 


The Subcommittee is aware of the fact that. the Loan Guaranty 
Service has been given a more prominent stature in the VA organ- 
ization. It is our opinion that the Loan Guaranty Service should 
retain this stature even after the technical processing functions are 
transferred for operation within the framework of the Housing and 
Home Finance Agency. The Assistant Administrator for Veterans 
Benefits (Loan Guaranty) would be responsible not only for the 
program of direct loans, the guaranty of business loans and farm 
loans, and for the program of grants to assist paraplegic veterans 
in acquiring specially constructed homes, but also for the many sig- 
nificant functions which the Loan Guaranty Service would continue 
to perform in the home loan guaranty program. ‘These include the 
certification of the eligibility of veterans; liaison with the Federal 
Housing Administration; issuance of home loan guaranties; and 
loan servicing, payment of claims, etc. 

Since this recommendation goes only to the delegation of the 
processing functions without any change in the existing statute gov- 
erning the home loan guaranty program, the criterion of “Reason- 
able Value” must be applied. In the negotiation of the mutual 
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agreement between the two agencies due consideration should be 
given to the realistic application of this criterion. 

Many persons appearing before your Subcommittee, including 
representatives of veterans organizations, have argued that the sales 
price control feature of the home loan guaranty program is not as 
significant a factor today as it was in the immediate postwar period. 
To the extent that sales price control serves to protect the veteran 
and to control to some extent the management. of liberal credit, there 
can be no argument that it does not serve a purpose. 

Tt has been brought to our attention, however, that in many instances 
throughout the country the sales price-control feature of the present 
VA program has served to prevent many veterans from acquiring 
homes, or the type and quality of homes they sought to purchase. It 
has also been one of the factors which has prompted many builders 
to abandon the home loan guaranty program. It is our judgment that 
sales price control must be applied realistically to assure the coopera- 
tion of all parties participating in the home loan guaranty program. 
’ Your Subcommittee is of the opinion that this recommendation will 
be acceptable to the greatest number of individuals and organizations 
interested in the home loan guaranty program. It is.our judgment, 
confirmed and supported by the consultants employed on behalf of the 
Subcommittee, that this is a feasible step to be taken at this time. 
We believe that the homeseeking portion of the veteran public will be 
well-served under the proposed arrangement. It is our belief that 
with the present sources of irritation, delay, and added costs removed, 
reputable builders will go forward with the production of an ade- 
quate supply of good housing for sale to eligible veteran purchasers 
at fair prices. This, certainly, is the objective of the program. 

Our recommendation should serve to remove the fears often ex- 
pressed by the representatives of veterans organizations. The sug- 
gested arrangement leaves the Veterans’ Administration intact, pre- 
serving its basic responsibility for certifying eligibility of veterans, 
for guaranteeing home loans for veterans and for servicing such loans. 
Lhe Subcommittee recommendation relates solely to the series of 
technical functions over which the individual veteran has never had 
any control. ‘These are primarily builder relationships with the proc- 
essing agency and its representatives. It should be apparent to vet- 
erans groups that to have all processing done by one agency will serve 
to eliminate the added costs of dealing with two agencies and, in the 
long run, to make more homes available to veterans at lower costs. 
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Exureit 1 


INDIVIDUALS WHO HAVE APPEARED BEFORE THE SUBCOMMITTEE ON 
FHA AND VA HOUSING PROGRAMS AND OPERATIONS 


Asher Achinstein, Council of Economie 
Advisers. 

Richard H. Adams, Budget Examiner, 
Bureau of the Budget. 

J. Stanley Baughman, President, Fed- 
eral National Mortgage Association. 

R, D. Beynon, Director, Real Property 
Management, Department of Defense. 

George L. Bliss, President, Century Fed- 
eral Savings and Loan Association, 
New York; Chairman, Subcommittee 
on Housing Credit Facilities. 

Burton C. Bovard, General Counsel, 
Federal Housing Administration. 
J. Olney Brott, General Counsel, Amer- 

ican Bankers Association. 

S. Perry Brown, Past National Com- 
mander, American Legion. 

Wallace J. Campbell, Director, Wash- 
ington Office, the Cooperative League 
of the United States of America. 

Norman Carpenter, Second Vice Presi- 
dent, Metropolitan Life Insurance Co. 

Robert W. Clemens, Houston, Tex. 

Herbert §S. Colton, General Counsel, 
National Association of Home Build- 
ers. 

J. Wendell Coombs, Allied Building 
Credits, Ine., Los Angeles, Calif. 
Bryce Curry, Research Assistant, Na- 

tional Savings and Loan League. 

Harry H. Cutler, Editor, The Magazine 
of Prefabrication. 

John Dervan, Attorney, Loan Guaranty 
Service, Veterans’ Administration. 
John M. Dickerman, Executive Director, 
National Association of Home Build- 

ers. 

Adin M. Downer, Assistant Legislative 
Representative, Veterans of Foreign 
Wars of the United States. 

Benjamin Fischer, Director, National 
Housing Committee, Congress of In- 
dustrial Organizations. 

Franklin G. Floete, Assistant Secretary 
of Defense (Properties and Installa- 
tions). 
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Raymond M. Foley, Housing Consult- 
ant, Washington, D. C. 

Arthur J. Frentz, Assistant Commis- 
sioner, Title I Division, Federal Hous- 
ing Administration. 

Walter Gehrke, President, First Federal 
Savings and Loan Association of De- 
troit. 

Walter J. Gill, National Association of 
Real Estate Boards, Newark, N. J. 
Arthur 8S. Goldman, Market Research 

Director, the Magazine of Building. 

Walter L. Greene, Deputy Commis- 
Sioner, Federal Housing Administra- 
tion. 

Albert Gross, Gross-Morton Corp., New 
York, N. Y. 

William B. F. Hall, President, Prefab- 
ricated Home Manufacturers’ Insti- 
tute. 

Harry Held, Vice President, the Bow- 
ery Savings Bank, New York. 

Guy T. O. Hollyday, Commissioner, 
Federal hous Administration. 
Dr. Frank S. Horne, Assistant to the 
Mdmnitanted tow: Office of the Adminis- 

trator, HHEA. 

R. G. Hughes, First Vice President, Na- 
tional Association of Home Builders, 
Member, Subcommittee on. Housing 
Credit Facilities. 

Omar B. Ketchum, Director, National 
Legislative Service, Veterans of For- 
eign Wars of the United States. 

T. B. King, Acting Assistant Deputy 
Administrator (Loan Guaranty), 
Veterans’ Administration. 

David L. Krooth, Member, FHA Ad- 
visory Committee on Cooperative 
Housing. 

Curt C. Mack, Assistant Commissioner 
Underwriting Division, Federal Hous- 
ing Administration. 

Graham Macmillan, Assistant General 
Manager, Mortgage Loan and Real 
Estate Investment Department, the 
Prudential Life Insurance Co. 
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James McEwan, Loan Guaranty Service, | John Reilly, Chairman, Committee on 


Veterans’ Administration. Mortgage Financing and Urban Hous- 
Joseph B. McGrath, Assistant Director, ing, American Bankers Association. 

Legislative Department, National As-| Franklin D. Richards, Franklin. D. 

sociation of Home Builders. Richards and Associates, Inc., Wash- 


John Mitchell, Office of the Assistant] ington, D.C. 

Secretary of Defense (Properties and | Winfield W. Riefler, Assistant to the 
Installations). Chairman, Federal Reserve Board. 
M. K. M. Murphy, Vice Chairman, Legis- | Bert Seidman, Staff Economist, Ameri- 

lative Committee, United States Sav- can Federation of Labor. 
ings and Loan League. Pere F. Seward, Assistant Commis- 

Samuel E. Neel, General Counsei, Mort- sioner, Division of Community Facili- 
gage Bankers Association. ties and Special Operations, Office 

Thomas Nimms, Secretary, Savings and of the Administrator, HHFA. 
Mortgage Division, American Bank-| Herbert J. Snodgrass, Chairman, Na- 
ers Association.. tional Housing Committee, Veterans 

General John O’Brien, Vice President, of Foreign Wars of the United States. 
Prefabricated Home Manufacturers’| Harry H. Steidle, Manager, Prefabri- 
Institute. cated Home Manufacturers’ Institute. 

Orvil R. Olmsted, Assistant Commis-| Thomas J. Sweeney, Loan Guaranty 
sioner for Management and Disposi- Service, Veterans Administration. 
tion, Public Housing Administration. | Merton B. Tice, Senior Vice Commander- 

Albert A. Payne, Executive Secretary, in-Chief, Veterans of Foreign Wars of 
National Association of Real Hstate the United States. 

Boards. Carroll A. Towne, Chief, Community 

Roland Perotti, Washington Representa- Operations Production Division, 
tive, Bank of America, San Francisco, Atomic Energy Commission. 

Calif. : Lawson M. Watts, Vice President, First 

William Pfleger, Budget Hxaminer, National Bank in St. Louis, St. Louis, 
Bureau of the Budget. Mo. 

Clyde L. Powell, Assistant Commis-| Bernard Weitzer, National Legislative 
sioner, Rental Housing Division, Fed- Director, Jewish War Veterans of the 
eral Housing Administration. United States. 

Perry I. Prentice, Editor and Publisher, | Burton O. Young, Director, Defense 
the Magazine of Building. Programs Branch, Office of the Ad- 

Joseph E. Reeve, Fiscal Analyst, Bureau ministrator, HHFA. 
of the Budget. 
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PRESIDENT’S ADVISORY COMMITTEE ON HOUSING 


Exuieir 3 


STEPS BEING TAKEN TO ELIMINATE ABUSE IN THE FHA TITLE I 
REPAIR AND IMPROVEMENT PROGRAM 


The insurance of repair and improvement loans under the provisions 
of Title I of the National Housing Act is a mass volume operation. 
Last year approximately 2,000,000 repair loans averaging $500 each 
were reported to the Federal Housing Administration for insurance 
by approximately 8,000 active lending institutions and their branches. 

In administering this operation the FHA vigorously opposes the 
irregular practices of a relatively few unscrupulous dealers and sales- 
men who have taken advantage of the basic “good faith” concept on 
which the program is founded. 

With the objective of eliminating any misuse or misrepresentation 
and at the same time maintaining a practical lending operation, the 
Commissioner has amended the Title I Regulations to: 

1. Require that approval of the dealer by the lending institution 
be evidenced by an application signed and dated by the dealer on a 
form furnished by the Administration. The lending institution must 
investigate all dealers from whom it has not purchased notes during 
the past 12 months and must certify that it has found the dealer to 
be reliable, financially responsible and qualified to perform satisfac- 
torily the work to be financed and to extend proper service to the 
customer. 

2. Require that the lending institution maintain a loan record of 
its experience with its approved dealers that will reflect the volume 
of loans purchased, losses sustained and any complaints or irregulari- 
ties. Such record shall be considered in determining the future finan- 
cial relationship with the dealer and shall be available for inspection 
by the FHA. 

3. Require the lending institution to deliver a notice to the borrower 
of the approval of his credit application at least 6 calendar days prior 
to disbursing the note proceeds to the dealer. The purpose of this 
notice is to inform the homeowner of the basic terms of the proposed 
credit and to give him an opportunity to contact the lending institution 
if he has any question regarding the transaction. 

4, Make a loan ineligible for insurance if the lending institution 
. has knowledge that as an inducement for the consummation of the 
transaction the borrower has been given or promised a cash payment 
or rebate or it has been represented to the borrower that he will receive 
a cash bonus or commission on future sales. 
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5. Require the dealer to certify in his Completion Certificate, that 
the borrower has not been given a cash bonus or promised a cash pay- 
ment or rebate nor has it been represented to the borrower that he 
will receive a cash bonus or commission on future sales as an induce- 
ment for the consummation of the transaction. The dealer must also 
certify that all bills for labor and materials have been or will be paid 
and that if any of the representations appearing on the Completion 
Certificate prove incorrect, the dealer will promptly repurchase the 
note. 

In addition to the above amendments to the regulations, the follow- 
ing administrative steps have been or are being taken: 

a. The Administration’s investigating staff as well as supervising 
staff has been strengthened so as to more promptly investigate and 
correct reported abuses or irregularities of dealers and salesmen as 
well as lax lending practices on the part of lending institutions. 

b. Efforts are being intensified to assure that lending institutions 
weed out irresponsible dealers and salesmen. Failure to do so will 
result in cancellation of Insurance Contract. 

c. The Directors of all field offices, personally and through desig- 
nated staff assistants, are being directed to promptly correct any 
irregular practices that may develop in their area. 

d. The cooperation of Better Business Bureaus, various civic groups, 
trade and financial organizations will be enlisted in correcting local 
situations. 


Memorandum prepared by the FHA at the request of the Subcommitee on FHA & VA 
Housing Programs & Operations. 
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ExHipir 4 


PROPOSED SCHEDULE OF MAXIMUM INSURABLE LOANS FOR FHA 
SEC. 203 OPERATIONS 





FHA esti- | Maximum |Loan-value| Minimum | Down pay- 























mate of insurable ratio down pay- | ment ratio 
value mortgage !| (percent) ment (percent) 

$5, 000 $4, 750 95.0 $250 5.0 
6, 000 5, 700 95.0 300 5.0 
7, 000 6, 650 95.0 350 3.0 
8, 000 7, 600 95.0 400 5.0 
9, 000 8, 350 92.8 650 a2 
10, 000 9, 100 91.0 900 9.9 
11,000 9, 850 89. 5 1, 150 10. 5 
12, 000 10, 600 88.3 1, 400 11.7 
13, 000 11, 350 87.3 1, 650 {227 
14, 000 12, 100 86. 4 1, 900 13:6 
15, 000 12, 850 85. 7. 2, 150 14.3 
16, 000 13, 600 85.0 2, 400 15.0 
17, 000 14, 350 84. 4 2, 650 15. 6 
18, 000 15, 100 83. 9 2, 900 16.1 
19, 000 15, 850 83. 4 3, 150 16.6 
20, 000 16, 600. 83.0 3, 400 17.0 
21, 000 17, 350 82.6 8, 650 17.4 
: 22, 060 18, 100 82.3 3, 900 dL Ceal 
23, 000 18, 850 82.0 4, 150 18.9 
24, 000 19, 600 81.7 4, 400 18.3 
25, 000 20, 350° | 81.4 4, 650 18.6 
26, 000 21, 100 81.2 4,900 — 18. 8 
27, 000 21. 850 80.9 5, 150 19.1 
28, 000 22, 600 80. 7 5, 400 19.3 
29, 000 23, 350 80. 5 5, 650 19.5 
30, 000 24. 100 80. 3 5, 900 19.7 
31, 000 24, 850 80. 2 6, 150 19.8 
32, 000 25, 600 80. 0 6, 400 20.0 
338, 000 26, 350 79.8 6, 650 20. 2 
34, 000 27, 100 Woe 6, 900 20.3 
35. 000 27, 850 79.6 . ve 150 20. 4 
36, 000 98° 400 79. 4 ib 400 20. 6 
37, 009 29, 350 79.3 7, 650 20. 7 
38, 000 30, 100 79. 2 7, 900 20. 8 
39, 000 30, 850 hs! 8, 159 20.9 
40, 000 31, 600 79.0 8, 400 21.0 
41, 000 32, 350 78.9 8, 650 wile A 
42, 000 33, 100 78.8 8, 900 21,2 
43, 000 33, 850 (hea 9, 150 21.3 
44, 000 34, 600 78. 6 9, 400 21.4 
45, 000 35, 000 77.8 10, 000 22, 2 





1 Based on 95 percent of first $8,000 of estimated value, and 75 percent of value in excess of $8,000. 


Maximum insurable mortgage: 
$20,000 for 1- and 2-family structures. 
$27,500 for 3-family structures. 
$35,000 for 4-family structures. 
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APP. I—SUBCOMMITTEE ON FHA-VA PROGRAMS 


Exnuisir 7 


RESERVES FOR FHA MORTGAGE INSURANCE PROGRAMS 


FHA has the following mortgage insurance programs: 
a. Sec. 8—Title I Housing Insurance Fund. 


b. Sec. 2083—Mutual Mortgage Insurance Fund. 

c. Sec. 207 ; 

Sap 213} —Howsing Insurance Fund. 

e. Sec. 6038 

f. Sec. 603-610 

g. Sec. 608 —War Housing Insurance Fund. 
h. Sec. 608-610 

i. Sec. 611 

j. Sec. 8083—Military Housing Fund. 

= sa 303 Defense Housing Insurance Fund. 


These funds exclude home improvement loans under Title I and 
yield insurance under Title VII and the manufactured housing loans 
insured under Section 609, none of which is a mortgage program. The 
Section 609 program is insured by the War Housing Insurance Fund, 
listed above. 

The Mutual Mortgage Insurance system for Section 203 was con- 
ceived as a mutual program from its inception, with the expectation 
that FHA insurance premiums would be collected in ample amounts 
to cover administrative costs and losses and that any surplus above 
these requirements would be returned to the mortgagors in the form 
of participating shares. For a variety of reasons each of the other 
programs has been established by FHA legislation as a nonparticipa- 
ting insurance program (the Section 207 program was changed from 
a participating to a nonparticipating program as of February 3, 1938). 

Several of the nonparticipating programs are of a type for which 
it was believed that a reasonably accurate anticipation of the extent 
of risk was almost impossible. Uncertainty as to duration of housing 
need was the primary occasion for this situation with respect to the 
war housing programs of Title VI, the military housing program of 
Title VIII, and the defense housing programs of Title IX. Unusual 
risks because of current inflation was the reason for this condition 
with respect to the postwar emergency programs of Section 603 and 
Section 608. Lack of operating precedent was the prime basis for the 
same point of view with respect to the programs initiated under Sec- 
tions 609 and 610 relating to prefabricated housing and disposal of 
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public housing. For the remaining programs under Section 8, Section 
207, Section 218, and Section 611, either the small likelihood of a net 
surplus appropriate for dividends or the difficulties of identifying 
equitably an eligible recipient for the dividends largely dictated the 
decision to make the programs nonparticipating. | 

With respect to each of the nonparticipating programs of mortgage 
insurance, the insurance premium has been established administra- | 
tively at 14 percent annually based on declining balances. These de- | 
cisions have not been founded on actuarial recommendations but | 
rather on policy considerations (1) that the premium should be as | 
similar as possible to that of the agency’s major long-term program | 
under Section 203 and (2) that the added risk of Treasury expense — 
by virtue of this premium rate instead of a higher rate was more than > 
offset by the increased effectiveness of the programs in meeting their 
various special purposes—war housing, military housing, low cost 
homes, etc. For those programs related to national defense, it has 
always been recognized also that even in the event of some eventual 
‘burden on the Treasury, net governmental costs of providing the re- 
quired housing would probably be minimized by the use of the mort- 
gage insurance program with the 14 percent premium rate. 

For some programs, especially the War Housing programs of Sec- 
tions 608 and 608, it already appears that the accumulation of assets 
from premiums and other sources will be able to meet any eventual 
losses of these programs. For the other programs, such a determina- 
tion remains at present only a future possibility, although each year 
of favorable experience adds to the probability of the programs prov- 
ing to be self-supporting. 

The attached table shows all of the FHA mortgage insurance funds 
and the approximate reserve status of those funds. The estimated re- 
serve requirements in this table have been approximated for the in- 
dividual funds on the basis of adjustments from more detailed cal- 
culations previously made for the Mutual Mortgage Insurance Fund 
operations of Section 203. 

It may be noted that the expression “‘required reserves” for an in- 
surance fund refers to the amount of accumulated surplus which FHA 
actuarial computations indicate would be sufficient to meet losses with 
respect to the outstanding insurance in force at the beginning of a 
depression when account is taken also of the future premium income 
from that insurance in force and of the disposition value of properties 
acquired by FHA in exchange for debentures. 

In the case of the Mutual Mortgage Insurance Fund for Section 203 
' operations, the calculation of required reserves has a special use in the 
determination of participating dividends. With respect to the Mu- 
tual Mortgage Insurance program of Section 203, the National Hous- 
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ing Act stipulates the return of surplus to individual mortgagors. 
FHA has determined that both equity and proper administration are 
best served by participating shares at time of termination for those 
mortgagors whose insurance contracts are ended by prepayment prior 
to the maturity date of the mortgages. In order to make an equitable 
determination of the amount of such participating shares and at the 
same time assure for each group account making such distributions 
that the assets of that group could meet without aid from the General 
Reinsurance Account any future burdens of losses within the group, 
FHA has established conservative reserve requirements which must 
be met by a group account before any participating shares will be 
distributed. As of June 30, 1953, of the 204 group accounts in effect, 
144 are in a position of having sufficient resources in excess of required 
reserves to justify payment of participating shares. 

For illustrative purposes, a detailed discussion of the method of 
determining required reserves for the Mutual Mortgage Insurance 
system is presented. 

The reserve basis for the Mutual Mortgage Insurance system was 
derived from an adaptation of the so-called “Prospective” method 
of actuarial science. In essence it consists of estimating at a given 
time the present value of all future losses and expenses that can be 
anticipated, deducting therefrom the present value of future collec- 
tible premiums and so arriving at the amount of net surplus required 
at the given time to discharge such future losses and expenses. 

The catastrophe nature of the mortgage risk involved has led to 
the adoption of extremely conservative assumptions in the actual 
application of this method. The most important of these has been 
in regard to the debenture issuing power of the Administration. 

By statute the Administration does not pay its claims in cash but 
in bonds which it issues to the mortgagee in exchange for the prop- 
erty. This was designed to eliminate any pressure to liquidate prop- 
erties during a depressed market in order to raise cash for claim 
payments. Conceivably, such a measure could substantially mini- 
mize capital losses provided real estate values were to recover following 
the depressed period, which has been the rule in past depressions. 

However, for conservatism, this feature has been ignored in the 
reserve factors. Rather, it has been assumed in estimating losses that 
depression prices would obtain for properties disposed of by the 
Administration regardless of the holding period before sale. 

This has led to a further assumption as to what would be the nature 
of the prices obtained for properties under such depressed sales. 
Again, for conservatism, the criterion used was on the order of the 
general loss in values that occurred during the depression of the early 
1930’s (i. e., no recovery of price levels from the depression has been 
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depended upon in approximating losses per property). Various 
factors were developed for different types of mortgage maturities and 
classes with an overall average price of approximately 60 percent of 
the then depreciated value of the property. The annual depreciation 
factor was taken at 214 percent of improvements. Thus, a property 
worth originally $1,000 would be assumed to have depreciated to a 
value of $888 in 5 years, and, should it then become a claim, would 
be valued by the Administration at 60 percent of $888 or $533. In 
other words, a property valued originally at $10,000 and acquired by 
FHA after foreclosure 5 years later would be assumed to sell even- 
tually at a net price of $5,330. For each such property, the FHA 
insurance system would be expected to absorb a loss equal to the 
difference between $5,330 and the debentures issued at time of prop- 
erty acquisition.by FHA. 

The third basic assumption required was that relating to the abs 
able number of foreclosures that could occur during a depressed 
period. As before, the results used were derived from comparable 
-experience of the 1930’s and again different rates were developed for 
different types of mortgages. On the average the rates can be sum- 
marized as follows: for outstanding mortgages less than 5 years old 
approximately 4 out of each 100 wiil be foreclosed each year during 
a 5-year depression period and for mortgages between 5 and 10 years 
old, approximately 3 out of every 100 will be foreclosed each year; 
after 10 years the rates gradually reduce to zero shortly before the 
maturity of the risk. The aggregate assumed percentage of fore- 
closures during a depressicn would thus depend on the age distribution 
of outstanding insured mortgages at the begining of the depression, 
but would probably be close to 15 percent. 

In regard to the timing of the depression, it was assumed that the 
economy would consist of a cycle of 5 depressed years and 10 good 
years in continuous succession. Again for conservatism, the reserve 
calculations were performed so that it is assumed each mortgage 
always faces an immediate 5 depressed years followed by 10 good 
ones. Thus, on a purely statistical basis, the depressed years are 
heavily weighted over the good years, particularly for the newer 
mortgages. 

After the final factors were so developed, they were applied to each 
mortgage in force at the proper duration and a total required reserve 
figure was established by summation of the results (as of June 30, 
1958, this summation totaled $245 million). Appended hereto are 
illustrative tables showing the required reserve factors for 20 year 
mortgages with pattern ratings of 60-100 percent and certain relevant 
tables on which they are based. 
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APP. 1—SUBCOMMITTEE ON FHA-VA PROGRAMS 


In the fiscal year ending June 30, 1953, the net income of the MMI 
system was approximately $41 million before distribution of par- 
ticipating credits in the amount of $8 million for the same period. If 
this level of net income is maintained, the total required reserve as 
defined above would probably be accumulated within’4 years. 


Memorandum prepared by the FHA at the request of the Subcommittee on FHA and VA 
Housing Programs and Operations. 


PRESIDENT’S ADVISORY COMMITTEE ON HOUSING 


Exuipirr 7A 


SELECTED OPERATING STATISTICS AND BALANCE SHEET ITEMS FOR 
FHA MORTGAGE INSURANCE PROGRAMS AS OF JUNE 30, 1953 





Cumulative Unpaid bal- Estimated Estimated re- | 


Program and insurance fund insurance ances available serve 

written -| outstanding surpluses ! requirements ? | 

eS Se eee ee ee 

Title I housing insurance fund: Sec 8__- $71, 400, 000 $68, 200, 000 |. $1, 000, 000 $1, 000, 000 | 

Mutual mortgage insurance fund: See 

DB See cists as See ee 15, 658, 900, 000 | 9, 196, 100, 900 151, 900, 000 245, 500, 000 | 

Housing insurance fund: ; | 
See: 20/2: 2.- sect st, Se eee 282, 900, 000 1282000 000" 2425. 2-2 So 
SOC eigen tons dae ee ee eee 254, 700, 000 Qi 200 OOO) Ls etme eee Se Se 

Total housing insurance fund_-__-_ 537, 600, 000 339, 800, 000 1, 100, 000 8, 100, 000° 


War housing insurance fund: 











Sec; 6032 Qian): = 2k. Soa eee 
SEG! 603 GVenHED Bison te ere eee ee 3 GOL SOONOOON | 1,1650,'600; O00". .2-- 222-222) a 
Sec G038-Ol0s . ee es ee ae 
SoG: .GO8sCWisipe see ae es : 
: Sees (G08kQViE ER)= 22 oes eee 3, 44852007 000i M31 045-700000 | 56--2.cke -- ss eee ee 
Soc! GO8-OL0o- = 22. Se es ae See 
SOcG00M. 2 See ee ee ees 4, 800, 000 100,000 |2.2..-.- Ase le 2 
Seehr Olle 22 pee Aree eae ee eee - 12, 500, 000 3) 2005 000) le see geben ae 
Total war housing insurancefund-_} 7,126, 800,000.| 4, 963, 600, 000 113, 600, 000 146, 800, 000 
Military housing insurance fund: Sec. 
SO gnme =e 0. cased he ei Sees 521, 500, 000 516, 300, 000 6, 700, 000 14, 600, 000 
Defense housing insurance fund: 
SCCM OSE ee tua Wee amen ee cee Ge 206, 500, 000 204-200) 000 4) 2-2. sesso | See 
Secs O08 12s ie. caw ear eae. 35, 500, 000 30, 500000) |= 22.2.2. tnce soe 
Total defense housing insurance 
PL ares ois Sates See as 242, 000, 000 »239, 700, 000 10, 300, 000 5, 900, 000 
———————————————S=~=|_ OOWSEl_OEQOQQNNa——SSS=>=|«_ _E SSSSSSS_———==F.-«—oO>—S=S=S=S==SSSOSSNENSS 
otal, ali funds... ._.._-2.-..--- | 24, 158, 200, 000 | 15, 323, 700,000 | 284, 600, 000 421, 900, 000 


1 After deducting amounts due to the Treasury pursuant to Public Law 94. 
2 Rough calculations excepting for Sec. 203. 
3 Includes small volume of Sec. 207 insurance written prior to Feb. 3, 1938. 
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APP. 1—SUBCOMMITTEE ON FHA-VA PROGRAMS 


Exursir 7B 


STANDARD RATES OF TITLE TRANSFER FOR INSURANCE CONTRACTS 


IN FORCE 


UNDER THE MUTUAL MORTGAGE INSURANCE FUND 


DURING THE UNFAVORABLE PHASE OF THE TITLE TRANSFER CYCLE 


Term of mortgage: 
20 years— 


Duration—Year of insurance after endorsement: Be ray eri 
Be tae ee he ee ee Se | ee Rae in $0. 0375 
Dee SRP Se LL OE, ne at-bat eee a ok a . 0366 
5) Se onal alt teh een mene BIRT Woy SNE OM 8d SE ne OC ait Sah chp hea ae . 0356 
Beene nme Sir. boner eee Be So. bo eer eee . 0344 
SL at: he 5 PAINE 1S SENS EERO, UMMM on 7 7A SS SRD ET AE Gay RY 6 ares HI . 0330 
SE Re Pe eee ei IE A © ROBB aT’ Terai re. '~ aj et ~Osle 
nee ee ae nee AN eGo eee Sw Ne ee . 0293 
Sera Re ee NS 2 ee ee ee . 0268 
LS 5 GOS iG AT E> +) At nee een Reelin el: aes Maassnaet <A; 208 . 0236 
MY) ee etn or So ni eee eh a ee eee . 0192 
id ahd delete irises tate, a 5G)”. imine Se Sielipaemaesine 7a Beapeomneiiats 5 aad . 0125 
ee ee oe ee eens) ee eee Ce . 0087 
Ri jeebee sno nar see ee ee . 0064 
| lp lee Res 5 RSS.” NE Bs aE 5 Matte Las > ve Semen eeensg 2 . 0047 
1 eal aa 2 Se aS a las MOM. RT SOOT Me SIS rg RA 30 te . 0034 
SE late Men, Ae. YG FS AVRO. 178 SeenON tT a . 0023 
ee ce ee en, ee ee ee ome 0015 
Seer eeleeipleS P on. <5 egal RRS ce Es. Re RAO RIOR ORE TI ire te 0008 
1S ee epee stipe = = 38 ga a: th nl Py AE Re ci wb ok 0004 
Oe se ee ee, Cr ee ee ee ee 0000 
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PRESIDENT’S ADVISORY COMMITTEE ON HOUSING 


Exuisit 7C 


FISCAL YEAR RESERVE FACTORS PER $1,000 OF ORIGINAL FACE 





AMOUNT OF INSURANCE IN FORCE UNDER THE MUTUAL MORT- 
GAGE INSURANCE FUND 


Term of mortgage: 20 years— 


Duration: Mortgage pattern rating: 60-100 
Msencve. on 2S ook Se Cee a se a he ep se le 
gatas se SR el a fe Pet ee 26. 790 
ee ae Oe A hee 22. 44s 
Die ol ee Se ee, el ea ra oN ee at rg 18. 446 
Beet aay es ee rae ean a AS 13. 973 
Oe. stethe: = ae ee en ge eee oe ln ne rn S hy 9. 234 
Gia See aS Skee, Se See ee SA ane See ee 4. 330 
RSs nd £1 to, ey ee La a. + a re ae 3. 840 
Sao. Ae ee a a ee ge Fae Sn sah 3. 600 
ea Se a ee, a a Re es Re es dire, Pe SEES 3. 360 
DO eae ee Es ee ten Ee SMe he 3. 120 
eee ete oie e en ete eee |. SRS eee ee ee 2. 880 
Sees a ee. SE SS, ee ee 2. 640 
Ry ee aco ee ne, ee lo i A re Miho a 2. 400 
i No ae See a OS: | ee ee Bee 2. 160 
1) RE SS ae RT ke ee ed ee ee 1. 800 
A se ee ee oe Du 2. Se eee Re a I , La 1. 560 
SE SE Nas SS SE SS Tee een et eee 1. 200 
Nc) See ee ees abe 5 ie, SB i wo me . 960 
OM gt ot. a ee el. ee re a er ee . 600 
ia. ret Oo) Se Sa SG ee ee oie . 240 
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APP. 1—SUBCOMMITTEE ON FHA-VA PROGRAMS 


Exuisit 7D 


INSURANCE LOSS PER $1,000 OF ORIGINAL FACE AMOUNT ON A 20- 
YEAR MORTGAGE WITH MORTGAGE RATING PATTERN OF 60-100 
ON PROPERTY ACQUIRED DURING THE UNFAVORABLE PHASE OF 
THE TITLE TRANSFER CYCLE 


Duration: Year of insurance 
after endorsement 


Depreciated 
value of 
property 


with original 


value of 
$1,176.47 


$1, 151.47 
1, 126. 47 
1, 101. 47 
1, 076. 47 
1, 051. 47 
1, 026. 47 
1, 001. 47 

976. 47 
951. 47 
926. 47 
901. 47 
876. 47 
851. 47 
826. 47 
801. 47 
776. 47 
751.47 
726. 47 
701. 47 
676. 47 





Recovery 
ratios on 
depreciated. 
value of 
property 


Percent 
57.5 


57. 52 
57. 58 
57. 69 
57. 87 
58. 14 
58. 52 
59. 02 
59. 66 
60. 46 
61. 44 
62. 62 
64. 01 
65. 63 
67. 50 
67. 50 
67. 50 


Recovery 
value of 
property 





Outstanding 
balance pp, 
of loan Ose 

$968 $306 
935 287 
901 267 
865 244 
827 219 
787 190 
746 160 
703 127 
657 89 
610 50 
560 15 
509 15 
454 15 
398 15 
338 15 
276 15 
212 15 
144 15 

73 15 
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PRESIDENT’S ADVISORY ,COMMITTEE ON HOUSING 


Exuisit 8 


ESTIMATED MONTHLY MORTGAGE PAYMENT AND HOUSING EXPENSE 
ON TYPICAL MORTGAGES INSURED UNDER PROPOSED SEC. 221 


4 


$s 





Mortgage term:240 years ratio of loan to value: 100 percent.......-.-----_--- .< = ($6,000 





Payment to principal and interest of 4% pereent on reducing Balanees__ 22... |’ 27. 00 
Payment to FHA mortgage insurance premium of % of 1 percent on reducing 
balances). 2.12. Soe epee ac hee eee eee eC nearer. VAN WENA LEE fof 2.47 
Payment to service charge ‘of ¥6"of 1 percent‘on: ‘reducing’ Ipatanceselae bt Lo. 2.47 
Estimated payments to hazard insurance premiums, taxes, and any miscellane- 
OUISTIGE TAG eae Se/ eT er se re cy einer ret ene ERO EOL GR Tiere Ce Saree 7. 64 
otalamonphl ymonrteageup avec =a ee eg 39. 58 
Estimated monthly costs of maintenance and regular ero ae expense items 
Gwater, gasselectricity, amdituel)it...--. eee ee sh el eh ee VOUT. 
Estimated total monthly housing expenses-.........- 3.2520 4_._..2......- 55. 35 





$7, 000 
31. 50 


2. 88 
2. 88 


&. 91 


46.17 


16. 75 


62. 92 


Mortgage amount 


$8, 000 
36. 00 


3. 29 
3. 29 


10.19 


"52.77 


17,93 


70. 70 


+ 1 One-twelf{th of the second" ‘annual ’premium-or ‘service charge. These amounts decline over the life of the 


mortgage, paralleling the decline in the outstanding balance. 
2 Maintenance accounts for-approximately 44 of this item. 


» Source: Federal Housing Administration. 
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APP. 1—SUBCOMMITTEE ON FHA-VA PROGRAMS 


EXHIBIT 9 


STATUS OF DEFENSE HOUSING PROGRAM UNDER PUBLIC LAW 139 
AS OF SEPT. 30, 1953 


Type Dwelling units 
eee a 
ot A titienloe Gorivate defense housinig)76olue. os eee we oe eee te cate (1) 
Np Med MOMONCCOIVOd 2.5 5-580 24 acaba. See See OE ee i Ee ee ee 115, 651 
(Qovaaan ATT ISIS Bae Sa ee eee eet) 2 | ia) See R Es Te ae be 81, 562 
WOR ES ACe Ses ROC eee en ae Pee ee En Ce eee ee ene meee Ee 39, 502 
DomstruciionStatved) 232008 54. Gi te oss). Bag ee ee ees Od oe oe, eat 64, 130 
@onstPuctionecom pleted === ==. . se siete = Labret 2A ee aeeprey eS ee ed 45, 728 
Pele Celene MOMSINGs. = . Shee kA ek sect aad = Baa cae cee a = ee | (2) 
TO OTA OOS aoe ae is eee ee eal eee tate bE wo a ae SAR RR OR St ee 99, 638 
Reutal nen Oo ee ee. ee Si ALE 4 ROE 2E. Loe ee 76, 632 
Sale BRAG coe Be el SOR A os 2 dh ot oo BO ee ie 23, 006 
Approvedanpications: aie a: set 252886 EE 2. Le BL ee See. 93, 400 
entawas. 218108 items... acre. Lee le ana. 71, 346 
Sale: Sek. eee Om Oy: Pee A 8 DAR ES PO Bish ae 22, 054 
Gonstructiow started: f 365.00. 2 A Bs. 2. 2AO 2k 2 DO Be 73, 466 
Ee) O17 | mR pap ag ie a Sh ha fA bh aN EQ oe a he aE a 55, 691 
SS ete ee ee ee ee Fe oi i en ee ee 17, 775 
CWONSETMEH ON. COMP lO Cees amen eee ke nee hoe on a ee ees 64, 561 
EVO Gabe. 2 ic Beene ee oo eer ee eS ea 39, 955 
Spe eR RP np ac ees eR eee =.” oe ee See iod tie on RMR 14, 606 
atic GerensenOUsinN G2 262- 2 ss ane nae eh 8 oc ee ee eee eee eed (4) 
PNET G10 | Sea ea i ye sR ge EY re ei AIDS De eel te 5 13, 853 
Construction started—includes rehabilitated... 2... 2252 oo ee 18, 731 
Construction completed—includes rehabilitated__.....-...-.__---.-.---_---_-_-_--_-- 9, 360 


1 Permanent. 

2 Number of critical defense areas 210; number of programs 285. 

8 Of this total 81,562 units represent FH A insurance commitments issued under Title LX of the National 
Housing Act. 

4 Temporary. 

5 Public funds obligated $63.2 million; public funds available $6.7 million. 


Source: Office of the Administrator, Federal Housing Administration. 
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PRESIDENT’S ADVISORY COMMITTEE ON HOUSING 


EXHIBIT 10 


STATUS AND UTILIZATION OF TOTAL FHA MORTGAGE INSURANCE 
AUTHORIZATIONS COMPUTED ON THE ASSUMPTION THAT ALL LIM- 
ITATIONS APPLY TO INSURANCE IN FORCE 











[Millions of dollars] 
Status at end of fiscal year Or eieeads 
cae ae end- 2 ; 
ing June 30 ommit- 
sutieriza | Tisurance | ments? | Total | Unused | Net uss of | tnsurance 
‘Eloi in force outstand- | chargeable How fot written 
ing 
MObseee oa aS 20, 600. 0 15, 323. 6 2, 530. 6 17, 854. 2 2, 745.8 2, 050. 7 2, 545. 7 
[OO eee = 2 or Dates 20, 100. 0 13, 878. 0 1, 925. 5 15, 803. 5 4, 296. 5 845. 2 2, 16195 
1 SO) ie et 18, 500. 0 12, 638. 2 2, 320. 1 14, 958. 3 3, 541. 7 1,451.6 3, 098. 8 
a ee 17, 250.0 | 10,320.6 3, 186.1 13, 506. 7 3, 743. 3 3, 325. 5 3, 606. 6 
AS) seen pes rales ge 13, 200. 0 7, 612. 4 2, 568. 8 10, 181, 2 3, 018. 8 2, 332. 5 2, 951.1 
LAC s8° 5 eee epee BF 10, 100. 0 5, 335. 9 2, 512.8 7, 848. 7 2,261.3 2, Bare 2, 168. 8 
1h) 2S ie re , 800. 0 3, 781. 7 1, 389.8 bay U/l la) 2, 628. 5 525. 0 578. 5 
BAG Pp Sr ea 6, 800. 0 4, 203. 3 443.2 4, 646. 5 2,163.5 —29,2 430.1 
OWS E 8 selec e 5, 800. 0 4,390.8 284. 9 4, 875. 7 1,124.3 —136. 6 683. 6 





1 Exclusive of Title 1, Sec. 2. 
2 Includes statements of eligibility. 


Source: Federal Housing Administration. 
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APP. 1—SUBCOMMITTEE ON FHA-VA PROGRAMS 


Exursit 11 


COMPARISON OF FHA FEE AND PREMIUM INCOME AND 
“NONADMINISTRATIVE” EXPENSES 1948-53 


Available for 
nonadminis- 
trative expense 
in following 
year ! 


Nonadminis- 
trative ex- 
penses 


Surplus (+) or 
deficit (—) 


a er a | | | | 


: Fee and premi- 
Fiscal year aan fears 

Neel devi e) SOT Se eaob $57, 265, 029 
Rete 2 perk woh wer, Sch) 2. UE. 67, 596, 822 
WOSQ so mococs pocseseevecsesssces 2 92, 100, 000 
CP ileee, oo) te el wae AE PE SSF 2160, 300, 000 
0 SS ee Beene 299, 200, 000 
LS ee se edad inks Bae nei sel 2115, 600, 000 


$20, 042, 760 
23, 658, 888 
32, 235, 000 
35, 105, 000 
34, 720, 000 
40, 460, 000 


1954 


$17, 524, 179 
22, 608, 543 
26, 486, 387 
25, 406, 076 
26, 554, 641 

3 26, 100, 000 


+$2, 518, 581 
+1, 050, 345 
+5, 748, 613 
+9, 698, 924 
+48, 165, 359 

+14, 360, 000 


135 percent of preceding column as provided by Public Law 387, 81st Cong., approved Oct. 25, 1949. 


2 Rounded. 
3 Estimated. 


Source: Federal Housing Administration. 
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PRESIDENT’S ADVISORY, COMMITTEE ON HOUSING 


Exuisir 12 
PROVISION OF COMMUNITY FACILITIES IN DEFENSE AREAS 


Net Approvals, Starts and Completions by Type of Facility and Source of Fundsas 
of Sept. 30, 1958 





Source of funds 
Number | Construc- ; 








Status . of tion cost 
projects $000 cea hae PASS Applicants 
$000 “$000 unds $000 
Total: * ; 
PMO DLOVOU. .2-8n& gas Se. eee 100 $48,410 | $16, 589 $3, 492 | 1$4, 640 2 $23, 689 
StanteG.< ..J2_ 2. eae ee eee (fl 230, 014 11, 691 2, 494 4,134 11, 695 
Comp lotedjqc<2.2 ssecssese iste estere 10 1, 294 609 469 64 153 
Water only: 
Approveduls. evecare, 15.) ee 36 26, 875 8, 123 1, 093 1, 440 16, 219 
Started... 22.4 eae ene eee 26 14, 357 5, 829 745 1, 025 2 6, 758 
Completed: s-232- see ee ee 1 148 148 0 0 0 
Sewer only: 
ADT OVOdess= ae. eee n= eee 40 14, 868 4,765 1, 756 2, 449 5, 898 
StarpeGen oc... @. See os eee 27 9, 690 2, 815 1, 261 2, 359 3, 256 
calereierm Sp ae ses or Saab Wen os, E 7 1, 064 380 469 64 150 
Water and sewer: 
PATTON CO seine Se ee ar ee Ea 124 3, 789 1, 248 648 - 2750 1, 147 
Stanlede see acco eee eee vi 3, 122 880 488 750 1, 003 
Wompleted: sas ac wee ee ee 1 60 58 0 0 2 
Other types of facilities: 3 
PA DROVOG =... "ieee ses tec eoeee 12 2, 878 2, 453 0 0 2425 
Started: |. 2.22 Ye Se lls Ss ae 11 22, 845 2, 167 0 0 2 678 
22 0 0 0 


Completed ss aeseenee ee eee ee Be 22 


1 PHS grants total $4,444,582—PHS loans total $195,000. 
2 Preliminary. ¥ 
3 Streets, fire and police protection.’ 


Source: Office of the Administrator. 
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APP. 1—SUBCOMMITTEE ON FHA-VA PROGRAMS 


Exursit 13 
HOME LOANS GUARANTEED OR INSURED BY VA 
Cumulative as of Sept. 25, 1958 


INRAe ror ilodiis' clobédioh wot. 8 Ld ee eee eek 3, 111, 920 
PPI GIN AL AMOUNGs 2. i. | ON TROL ee ees ee) $20, 715, 947, 758 
mamount Of guaranty Gr insuTAanCcObszias«: zecttl oF 22 ee) $11, 052, 959, 069 
Number of loawewepaid in Tull... .. 2... de a ek 423, 467 
Number of loans on which claims have been paid__.___-_.--- 17, 060 

Pereentsar,pova: loans.ciosed! 2-52, 4 ceases 0. 55 
Net amount ofcelanns: paid'to datels 0o8 co. 1.2 ee eee oeek $15, 550, 000 
Naumerber, Of loans: outstammdme -..uwe ces... JJ. ee 2, 671, 393 
Estimated principal balance outstanding (billion)___________- $15. 3 


Summary of Property Management Activities as of Sept. 30, 1958 


Properties assigned by lenders to VA on default of guaranteed loans____ 11, 663 
Assignments withdrawn before transfer of title to VA___________--___- 223 
Properties redeemed before acquisition of absolute title by VA_____--_-- 240 
Peoperies sold—i6talogisesasees 2. - ceesetiun hee 8, 929 
Sases-pending,-end of month—total__._..... 226 eee eek 2, 261 
Pending acquisition by VAu-. = 2. ee 8 ee es ee 577 

Wa aequirea propentics Om And. ._.<.o2..un eee ee ee eee ee 1, 694 
Still subject to redemption... . . ...2. 2.0 peewee eee eee 500 
beldinvabsoluevitie Dy VAL. vee St So PS eee 1, 194 


PRESIDENT’S ADVISORY COMMITTEE ON HOUSING 


Exuipit 13A 


VA HOME LOAN GUARANTY PROGRAM 
HOME LOAN APPLICATIONS AND CLOSINGS BY YEARS 


Loans closed (excluding alteration and 
repair loans) 


Total home } 
Period loan sae a 
tions receive New and LIC 
Total - proposed Existing 
NOAA SAG ers oi on es LS Se 570, 980 453, 000 75, 700 377, 300 
NCE ees co es 9 a eae ee ee Nee 559, 300 536, 000 230, 000 306, 000 
[OAS eR Pom rr EME os ee ee 330, 300 344, 000 176, 000 168, 000 
LOWE ene) ee ee oe 344, 900 272, 500 163, 500 | . 109, 000 
GOW ReeREE see fo: Soo eek ate ee ee 622, 900 492, 900 312, 400 180, 500 
NOS oa onan as eee eee 377, 500 442, 900 ; 317, 600 125, 300 
1G) ie Re ts oD a 312, 900 302, 400 192, 870 109, 530 
HGSST(OiMONTNS) a. oS soe eee ee ee ee ee 244, 800 235, 000 151, 300 83, 700 
Cumulative September 1953_____________--_---- 3, 362, 200 3, 077, 000 1, 618, 500 1, 458, 500 





. Note.—Because of adjustments to cumulative totals, they will not equal the sum of annual totals. 
Source: Veterans’ Administration. 
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APP. 1—SUBCOMMITTEE ON FHA-VA PROGRAMS 


EXuIBiT 14 


SUMMARY OF VA DIRECT LOAN PROGRAM THROUGH 
SEPT. 30, 1953 


Loans tentatively ap- 
proved (funds re- 
served—net) 


Loans closed and fully 
disbursed 





Number Amount Number Amount 





—— | $$$ — | | — 


Year ending— 


WeCh OLA O50. ae awe SE oe eS ee eee ee 4,990 | $31, 680, 434 1, 018 $6, 126, 941 
esl fon ee ee ee Re eS 17,161 | 115,754,912 | 15,770 | 106, 545, 030 
DCCL , ROHAN s. Ese. EDIE. 502 AEA. Be 11, 107 79, 505, 650 9, 731 63, 547, 719 
panonths ending: Sept. 30,1053. .4 .5.=-.--¢..--4-=-+---, 11, 848 87, 349, 729 11, 814 85, 124, 320 
Cumulative total July 1950-Sept. 1953--..--.---.- 45,106 | 314, 240, 725 38, 333 261, 344, 010 





STATUS OF VA DIRECT LOANS CLOSED AND FULLY DISBURSED 
AS OF SEPT. 30, 1953 


Initial loan | Outstanding 





Number} “Amount | loan balance 

MCA ok. ee ee Le 38, 383 .| $261, 344,010 b.....--...3._ 
Loans terminated to date—total s ..+.....-..--=----A-Eaes--asd- 2, 045 12. 678,093 | 2... .-25 00m 
WS 8S 3 Op Be ee a ee ee 1, 590 10-839) 9040 | 225.0 ose aeee 

WY TOPAY MCN In (ies. ee ee HAAN ES LE ee 408 BPGS6) SO. |. ees 

By foreclosure... ..... 3A eee es ee 2 ee! 24 130304 || .< 225 ous 

By voluntary Conveyances===----. +28 sie See 23 ANAT 4 |. oo 
Fully disbursed loans outstanding --_-__..______-------------------- 36, 288 | 247,665,887 | $231, 877, 933 
moans it detault—total). 2.021 = efi oSii lt tO se ae O484| fSS0t Awe)... | 22. snceeeeans 
mor more installments. 5222) Bee ee fee 4 ee LOS) Nope Ser ees a 





Source: Veterans’ Administration. 
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PRESIDENT’S ADVISORY COMMITTEE ON HOUSING 


EXHIBIT 15 


ATTACHMENT TO FINAL REPORT OF THE SUBCOMMITTEE ON FHA 


AND VA HOUSING PROGRAMS AND OPERATIONS 


The Advisory Committee, in adopting the final report of the Sub- 
committee on FHA and VA Housing Programs and Operations, did 
not accept the following recommendation originally presented by the 
Subcommittee as a part of the proposed Section 221 program. It is 
presented here for reference: | 


102 


Your Subcommittee recommends that in order to provide for the 
acceptability and marketability of imsured mortgages under Sec- 
tion 221 the following special provisions be authorized for mclusion 
in the mortgage contract: 


1. ‘That lenders should be permitted to make a special monthly 


service charge in an amount determined by the FHA Com- 
missioner to be adequate to cover the increased costs of han- 
dling small loans; 


. That at the option of the mortgagee a Section 221 loan might 


be assigned to the FHA at the end of 20 years in exchange 
for debentures in an amount not more than the scheduled 
outstanding principal balance; 


. That the debentures offered to the mortgagee in event of 


default or assignment of the mortgage to FHA should bear 
a standard term of 10 years and should bear an interest rate 
determined at the time of issuance equivalent to the current 
yield on Government bonds of comparable term; and 


. That lenders should be covered completely against any loss 


by reason of approved foreclosure expenses. 


APPENDIX 2 
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REPORT OF THE SUBCOMMITTEE ON URBAN REDEVEL- 
OPMENT, REHABILITATION, AND CONSERVATION 


The Subcommittee’s Approach 


At its first meeting the Subcommittee set as the targets of its studies 
the following: 

1. What must the cities do to eliminate slums and prevent their 
future growth? 

2. What is the necessary and appropriate role of the Federal Govern- 
ment in this effort? 


The Subcommittee has approached its task along several courses as 
follows: 


1. Extensive discussion with people specially selected for their ex- 
perience with and knowledge of the various slum elimination efforts. 
This has included the following: 

Ferd Kramer, Draper and Kramer, Inc., Chicago Mortgage Banker, 
President, Chicago Metropolitan Housing and Planning Council, 
Treasurer, American Society of Planning Officials. 

Miles L. Colean, Washington, D. C., Housing Economist. 

General Otto L. Nelson, Jr., Vice President in Charge of Housing, 
New York Life Insurance Co. 

John P. Robin, Executive Director, Pittsburgh Urban Redevelop- 
ment Authority. 

Philip Klutznick, Chicago Home Builder; Member, Illinois State 
Housing Board, Former Commissioner, Federal Public Housing 
Authority. 

Charles Kaufman, Norfolk Lawyer; Chairman, Norfolk Redevelop- 
ment and Housing Authority. 

G. Yates Cook, Director of Housing Rehabilitation, National Asso- 
ciation of Home Builders; Director, New Orleans Department of 
Housing Improvement and Slum Prevention. 

John Searles, Director, Washington, D. C., Redevelopment Land 
Agency. 

Guy T. O. Hollyday, Commissioner, Federal Housing Administra- 
tion. 

Stuart Fitzpatrick, United States Chamber of Commerce. 

Charles Stewart, National Association of Real Estate Boards. 

Charles Slusser, Commissioner, Public Housing Administration. 

James W. Follin, Director, Division of Slum Clearance and Urban 
Redevelopment, Housing and Home Finance Agency. 
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Henry Parkman, Assistant Director for Nonmilitary Defense, Office 
of Defense Mobilization. 

Tracy Augur, Director of Urban Targets Division, Office of Defense 
Mobilization. 

James Martin, Deputy Assistant Administrator for ‘Technical Serv- 
ices, Federal Civil Defense Administration. 

A. D. Morrell, Director of il at seul Federal Civil 
Defense Adminieta ion 

Paul McCord, Executive Director, Indianapolis Redevelopment 
Commission. 

Max Wehrly, Executive Director, Urban Land Institute. 

Frank Horne, Special Assistant to the Administrator, Housing and 
Home Finance Agency. 

Walter Blucher, Past President, American Society of Planning 
Officials. 

Park Martin, Executive Director, Pibchoriy Conference on Com- 
munity Doneenmaty: 
’ Bert Seidman, Housing Economist, American Federation of Labor. 

Monsignor John O’Grady, National Conference of Catholic Chari- 
ties. 


2. Letters requesting specific advice on the a of the slum preven- 
tion-slum elimination problem, the capacity of the cities to deal with it 
and the appropriate role of the Federal Government were received, in 
response to Committee requests, from the following: 


Frank P. Zeidler, Mayor, Milwaukee, Wis. 

Rafael Pico, Chairman, Puerto Rico Planning Board, Santurce, 
Pom, 

Roger L. Creighton, Secretary, Slum Clearance and Redevelopment 
Authority, Portland, Maine. 

Francis J. Lammer, Executive Director, Redevelopment Authority 
of the City of Philadelphia, Philadelphia, Pa. 

Robert Moses, Chairman, Committee on Slum Clearance, New 
York City. 

Charles S. Ascher, New York City. 

W. O. Dobbins, Jr., Director, State Planning Board, Montgomery, 
Ala. 
ang H. Dovenmiuehle, President, Dovenmuehle, Inc., Chicago, 

Carl A. Metz, c/o Shaw, Metz and Dolio, Chicago, Il. 

Ramsey Fin nes Director, Cinema Metropolitan Housing Au- 
‘ thority, Cincinnati, one 

Gerard Gimre, RS Director, the Nashville Housing Au- 
thority, Nashville, Tenn. 

Paul B. Guthery, c/o V. J. Guthery’s Sons, Charlotte, N. C. 
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Frank H. Malley, Director, City Plan Commission, Providence. 
Ri T 

Donald M. Graham, Executive Director, Providence Redevelopment 
Agency, Providence, R. I. 

Charles B. Bennett, Director, Department of City Planning, Los 
Angeles, Calif. 

Paul Opperman, Director of Planning, San Francisco, Calif. 

‘Shelton P. Hubbard, Director, Department of Housing Improve- 

ment and Slum Clearance, New Orleans, La. 

R. Redding Stevenson, Chairman, Housing Authority of the City 
of Little Rock, Little Rock, Ark. 

William E. Kemp, Mayor, Kansas City, Mo. 

Reginald R. Isaacs, Chairman, Department of City and Landscape 
Planning, Harvard University, Cambridge, Mass. 

Ferd Kramer, c/o Draper and Kramer, Chicago, Il. 


3. Studies were made by contract consultants and the Subcommit- 
tee’s staff, assisted by other Government agencies, as follows: 


National Objectives for Housing and Urban Renewal (Contract). 

Slum Prevention Through Conservation and Rehabilitation 
(Contract). 

Census of 1950 Statistics on Housing and Income. 

Income Measured by Eligibility for Low-Rent Public Housing in 
Title I Project Areas. 

Aspects of cost: 42 Projects. 

Analysis of Space Occupancy Standards. 

Notes on the Cost of Slums. 

Problems and Capacities in Local Financing of Slum Clearance. 

Local Planning, Code Enforcement, and Rehabilitation Require- 
ments in the Slum Clearance and Urban Redevelopment Program. 

Tax Revenues from Redevelopment Projects. 

Financing of Slum Clearance and Urban Redevelopment by Local 
Public Agencies. 


4. The contract studies were as follows: 


A study of rehabilitation and conservation efforts in various cities; 
an analysis of the adequacy of existing codes and regulations in the 
cities, of new legislation recently passed in a number of cities and 
States, and of recent proposals for new State legislation. This study 
was made by Jack Siegel, Chicago lawyer who participated in the 
recent conservation study made by the Chicago Metropolitan Housing 
and Planning Council, and by William Brooks, Baltimore lawyer, 
Zoning Enforcement Officer, Chairman of the Law Enforcement 
Committee of the Baltimore Plan Program. 
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A study of what is required to create healthy, well-planned, inte- 
grated neighborhoods and of what the long-range target should be 
in the renewal of American cities. This study was made by Robert 
Mitchell, former Director of Planning in Philadelphia, now Professor 
of Planning, University of Pennsylvania. . 


Background to the Subcommittee’s Recommendations 
A PIECEMEAL ATTACK ON SLUMS WILL NOT WORK 


The central point of agreement among the members of the Sub- 
committee, and the major point of emphasis in this report, is the 
absolute necessity for lifting our sights from piecemeal thrusts at 
occasional slum pockets, to a broadscale integrated campaign that 
stretches across the whole spread of urban blight from the earliest 
symptoms to the last stages of decay. 

This conclusion was shared by almost everyone who consulted with 
us in the course of our studies. It 1s in phase with a fresh and grow- 
ing determination among American cities to get at the roots of the 
slum problem. ; 

To eliminate slums: 

Millions of dwellings must be demolished and large areas must be 
cleared—but demolition and redevelopment alone will never get rid 
of slums. ; 

Millions of dwellings, which are worth saving, must be rehabili- 
tated—but rehabilitation alone will never get rid of slums. 

Millions of new dwellings must be built to meet the demands of 
urban growth, wipe out our present housing shortages, and make up 
for houses demolished—but no amount of new construction alone will 
get rid of slums. 

Slums do not just happen. They are the product of neglect— 
neglect by landlords, by tenants, and by all of us who make up the 
communities in which slums exist. But above all else, they are the 
product of neglect by our city governments. 

Although the importance of comprehensive city planning to orderly 
urban growth is well established, most cities fail to plan effectively. 

Although zoning well framed and consistently enforced is widely 
accepted as essential to a stable city, many cities fail to enforce their 
zoning laws. 

Although the overcrowding of dwellings long has been identified 
as the first and fundamental cause of slums, few cities enforce occu- 
_ pancy controls even in those areas not yet overcrowded but threatened 
with the next advance of blight. 

Although building, fire, housing, and health codes exist in nearly 
all cities to prevent the growth of unsafe and unsanitary conditions, 
few, if any, cities attempt to enforce them. 
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Although parks and recreation areas are essential to the maintenance 
of healthy neighborhoods and are provided for that purpose in newer 
areas, few cities bother to provide them in the older crowded areas 
where the need is greatest. 

Although street, alley, and sidewalk maintenance, street lighting, 
garbage collection, street cleaning, and other elementary phases of 
municipal housekeeping are known to be vital to neighborhood pride 
and spirit, few cities give anything but second-class attention to these 
responsibilities in older areas. 

Although the confinement of any expanding group of people to a 
tightly congested part of a city must result in the overcrowding and 
exploitation which breeds slums, few, if any, cities have accepted 
responsibility for the segregation of minority racial groups into 
spaces so limited that they must of necessity become blighted. 

These are some of the causes of slums. Their combined pressure 
pushes American cities along the deterioration pipeline faster than 
slums can be removed at one end and new dwellings added at the 
other. 

We must clear our slums and we must add good new housing to the 
supply, but if we are sincere and realistic about eliminating urban 
blight, we must get at the causes as well as the symptoms of the trouble. 
We must develop a much broader, bolder, and better balanced pro- 
gram for slum prevention and slum clearance than we have so far 
evolved. The tight relationship between cause and effect in slums 
must be held in sharp focus, and we must insist upon dealing with 
both if we are to get rid of either. 


SLUMS ARE EXPENSIVE 


The huge cost of slums has been documented many times in terms of 
disease, crime, juvenile delinquency, waste, and erosion of the dignity 
and the character of our fellow citizens. Not always as fully appre- 
ciated is the fearful economic cost of slums. | 

The fact is that our cities are caught in a descending spiral which 
leads to widespread municipal insolvency. The accumulated and 
continuing spread of blight eats away at the assessable base of the cities. 
As the blight spreads, it is inevitably followed by crime, fire, disease, 
and delinquency. Thus, does the need for city services increase. But 
the city’s ability to meet the increased budget is automatically im- 
paired by the very blight that creates the demand. More blight, more 
demand for services, less revenues to meet the demand—that is the 
downward spiral in American cities. Most often the cities with the 
greatest slum problem have the least capacity to deal with it. Hence, 
the call for Federal aid. 
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FEDERAL AID TO CITIES UNDER TITLE I OF THE HOUSING» 


ACT OF 1949 


Slum clearance and slum prevention are local problems which ; 
require local solutions. It is only because of the vast accumulation — 


of blight that the problem has attracted national attention and de- — 
manded Federal participation. The Federal Government’s role has — 


been to furnish financial assistance to cities needing it and meeting | 
certain objectives set up by Congress, and to thus induce action along | 


the lines considered desirable. 

The program authorizes a total of $1,000,000,000 in loans to cities 
and $500,000,000 in grants. The loans are for planning the redevel- 
opment projects and acquiring the property to be cleared. The even- 
tual net cost of the project is shared one-third by the city and 
two-thirds by the Federal Government. The loan is retired out of 
the combined local and Federal grants. 

Grants approved to date total $100,500,000. Requests for grants on 
projects in process total an additional $75,900,000. Projects now in 
the planning stages would require perhaps an additional $110,000,000. 
This would use up roughly $286,000,000 of the total grants authorized 
by Congress. It would leave $214,000,000 available for future projects 
in addition to the $110,000,000 now in the planning stage. 

The projects approved and now in process would clear a total of 
approximately 70,000 dwellings on more than 5,000 acres of land in 
86 communities located in 23 States. This works out to an average 
cost to the Federal Government of slightly more than $2,500 per 
dweiling unit cleared. If this same average were maintained, present 
authorizations would account for the clearance of approximately 
130,000 additional dwelling units and, at a pace somewhat faster than 
the program has moved to date, it would take 3 to 4 years to do it. 


THE SIZE OF THE SLUM ELIMINATION PROBLEM 


In order to have some basis for measuring the possible cost of slum 
elimination and the period of years over which it might reasonably 
be undertaken, the Subcommittee made a number of studies of Census 
data and of local estimates of urban decay. It is, of course, impossible 
to measure precisely the size or the cost of demolition, rehabilitation, 
code enforcement, or vitalized municipal housekeeping. But in order 
to get some idea of magnitude of the job, illustrative figures were 
assembled representing the thoughtful opinion of informed specialists 

in the field. 
_ _ The Census figures show 10,262,000 dwelling units either dilapi- 
dated or deficient in plumbing. But no one knows how many of these 
must be cleared. This figure includes units which are not dilapidated 
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and lacking only in hot water and also rural nonfarm units which are 
not dilapidated but which have no inside toilet. It is doubtful that 
such units as these are automatically in the demolition category. If 
they are left out, approximately 6,800,000 dwelling units remain in 
the substandard group. Obviously some of these can be successfully 
rehabilitated. On the other hand some units which are not substand- 
ard will have to be cleared to permit logical replanning of clearance 
areas and to relieve congestion and provide parks and playgrounds in 
neighborhoods being extensively rehabilitated. After giving consid- 
eration to all of these factors the number of units probably requiring 
demolition was estimated at 5,000,000. 

The cost of redevelopment projects approved or in process has been 
estimated at about $3,750 per dwelling unit ($2,500 Federal and $1,250 
local). It is considered probable that this cost can be reduced to 
$3,000 per unit. This would make the total cost of clearing 5,000,000 
substandard units $15,000,000,000. 

The neighborhood conservation and rehabilitation concept is so new 
that there is even more uncertainty as to its size or cost. But it would 
seem safe to assume that in the neighborhoods potentially involved 
there are 15,000,000 dwelling units. The cost of necessary spot clear- 
ance, street closings and widenings, parks, recreation areas and other 
public improvements has been estimated at $600 per dwelling unit. 
This would bring the potential public improvement cost of neighbor- 
hood conservation to $9,000,000,000. 

None of this takes into account of course, the cost of rehabilitation 
to the structures themselves. Such expenditures, which would prob- 
ably exceed the public improvement total, would of course be borne 
by the individual property owner. 

The above figures would indicate a budget of $1,500,000,000 annu- 
ally for slum clearance alone, if the job were to be done in 10 years. At 
an annual expenditure of $300,000,000 for slum clearance (nearly 5 
times the present rate) it would take 50 years to clear the present sub- 
standard units from all cities. If we continue only at a present rate 
of clearance and rely on demolition alone to eliminate slums, it will 
take us something over 200 years to do the job. 

The Subcommittee has previously emphasized that through demoli- 
tion and new construction alone, it is impossible to eliminate slums 
because neither process goes at the cause of the trouble. An examina- 
tion of the cost of the problem reinforces the necessity for developing 
a much broader approach to slum elimination. If the nature of the 
problem itself did not require it, budget considerations alone would be 
sufficient to impel anyone who was sincerely trying to eliminate slums 
to find ways of preventing the spread of blight in its earliest stages; 
of rehabilitating dwellings worth saving and of creating sound 
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healthy neighborhoods out of the existing housing inventory. It is 
obvious that we must check the cycle of decay before slums are born. 


WHAT CAN THE CITIES DO? 
WHAT SHOULD THE FEDERAL GOVERNMENT REQUIRE? 


Inasmuch as it seems to be well established that the Federal Gov- 
ernment will extend financial assistance to cities to eliminate slums, 
it becomes important for the Federal Government to make sure that 
the aid provided will actually do the job intended and that it will 
cover the maximum ground. 

What we hope we are doing is to help the cities help themselves. By 
clearing slums, removing blight, and checking the deterioration cycle, 
cities should be able to increase municipal revenues at the same time 
they are reducing the demand for services. In short, we are trying 
to establish the urban renewal process on an orderly basis so that 
over the long pull we will establish healthy cities with reduced re- 
quirements for the Federal aid which we now find mandatory. 

But the job will be neither cheap nor easy. There is no simple dra- 
matic solution. There must be well-planned and well-organized ac- 
tion, using all the tools of slum prevention, physical rehabilitation, 
neighborhood conservation and slum clearance. No one tool will do 
the job. Each is absolutely essential to the effectiveness of the other. 

There is no justification for Federal assistance except to cities which 
will face up to the whole process of urban decay and undertake long- 
range programs: 

(1) To prevent the spread of blight into good areas of the city 
through vigilant maintenance of housing and neighborhood standards 
and strict occupancy controls. 

(2) To rejuvenate areas worth saving into sound, healthy neighbor- 
hoods by replanning the areas, removing congestion and adverse uses, 
providing parks and playgrounds, reorganizing streets and traffic to 
protect the renewed neighborhoods and both compelling and encourag- 
ing physical rehabilitation of all structures worth saving. 

(3) To clear out nonsalvageable structures and obsolete land uses 
through clearance and redevelopment. 

The Subcommittee, in the course of its work, consulted with many 
people engaged in fighting slums in cities throughout the country. 
There was virtually no dissent from the point of view that the kind 
of planned, coordinated campaign described above is absolutely essen- 
_ tial to slum elimination and should constitute the minimum objective 
of a Federal assistance program. 

It may be argued that it is hopeless to expect cities to meet such 
objectives. If so, it is the considered conclusion of the Subcommittee 
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that our slum conditions are hopeless and the justification for the 
present program under Title I of the Housing Act of 1949 should be 
reexamined. 

But such is not the case. There is overwhelming evidence of a great 
and growing spirit in the cities to face realistically the requirements 
for slum cure. City after city has profited from the early experi- 
ments in Charlotte and Baltimore and moved on to larger efforts. Pro- 
grams are now developing in scores of cities. Model State enabling 
acts have been suggested by a number of national organizations, and 
most recently by a special study committee appointed by the FHA 
Commissioner. Illinois has passed an “Urban Community Conserva- 
tion Act.” Miami, New Orleans, Los Angeles, Philadelphia, and 
Chicago all have taken the essential first step in effective code enforce- 
ment by consolidating the housing law enforcement machinery in a 
single municipal agency. 

The performance to date has not been in scale with the enthusiasm, 
for the programs are new and developmental. However, there is broad 
agreement that the slum prevention-rehabilitation-conservation effort 
is a vital missing part in the slum elimination mechanism. 

There is also extensive apprehension that the surging enthusiasm for 
this new approach to slum elimination might result in poorly planned 
and poorly organized efforts which, while achieving only superficial 
results, would divert attention from the serious business of real slum 
clearance and slum prevention. 

The prevention-rehabilitation-conservation programs to date in a 
number of cities, the achievements and inadequacies of these efforts, 
and the requirements for effective action have been carefully studied 
and reported by two special consultants retained by the Subcommittee 
for that purpose. This report is entitled “Slum Prevention Through 
Conservation and Rehabilitation.” Although the members of the Sub- 
committee did not necessarily accept their conclusions, the findings 
of the consultants represent an important contribution in this field. 


The Subcommittee’s Findings and Recommendations 


1. Examination of the financial condition of American cities shows 
a wide disparity in their relative abilities to raise the funds required 
for slum elimination. Similarly, there is a great difference from city 
to city in the size of the slum problem and the cost of slum cure. It 
is clear that one of the major sources of difficulty among the cities is 
the widespread failure of our cities and States to resolve the metro- 
politan area problem. Artificial political boundaries which bear no 
relationship to the economics of the metropolitan community contrib- 
ute to the downward cycle by which middle and upper income fami- 
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lies are continually exported to the outlying suburbs, while lower in- 
come inmigrant families are drawn to the crowded central city. This 
cycle inevitably reduces the city’s ability to raise revenue while in- 
creasing the demands upon it for services. To a considerable extent, 
the slum problem and our ability to deal with it will depend upon our 
resourcefulness in resolving the problems of mcqoDpolitan area plan- 
ning and taxation. 

It is impossible to generalize as to the financial capacity of cities 
as now constituted to deal with the slum problem, but there is a broad 
unanimity that Federal financial assistance is required in order for the 
cities to be able to do the job. There is equally broad agreement that 
Federal assistance is necessary in order to induce the kind of local 
action which slum elimination requires. 


Recommendation No. 1: 


‘The Subcommittee recommends that Federal Assistance to cities be 
continued on the same general formula established in Title I of the 
Housing Act of 1949 and that the existing provisions of Title I re- 
main in full force and effect except for such amendments as are 
necessary by virtue of the Subcommittee’s recommendations in this 
report. ( 


2. The objective of the Federal assistance program should be to 
help the cities help themselves eliminate their slums. It therefore 
should be geared to require cities to face up to the whole process of 
urban decay. It should encourage the widest possible ingenuity, 
initiative, and discretion at the local level, but it should require clear 
and certain evidence as a precondition to Federal aid that the city is 
realistically addressing itself to the processes by which slums are 
formed, and is not simply engaging in superficial, piecemeal ap- 
proaches which will waste both Federal and local funds and fail to 
accomplish the objective. 


Recommendation No. 2: 


The Subcommittee recommends that the extension of Federal finan- 
cial assistance be conditioned upon the submission by the local com- 
munity of a workable program to attack the problem of urban decay, 
as provided in recommendation No. 8. 


This recommendation should be implemented through an amend- 
ment of Title I of the Housing Act of 1949, imposing as a condition 
to the obtaining of Federal assistance the nan of evidence in 
_conformity ith the recommendation. 

3. Urban redevelopment, rehabilitation, and conservation should 
not be regarded as separate methods of dealing with slums. Each of 
these processes is an indispensable part of the overall urban renewal 
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process. They are closely interlocked. Well planned urban renewal 
projects will, in most instances, involve clearance and redevelopment 
of some land, rehabilitation of some structures, and conservation of 
the entire neighborhood. 

The program under Title I of the Housing Act of 1949, as inter- 
preted and administered in the past, has largely supported clearance 
and demolition programs. Under the broadened concept herein 
recommended, it is intended that loans and grants will be made for 
the reestablishment of sound, healthy neighborhoods in urban renewal 
areas. 

Recommendation No. 3: 


The Subcommittee recommends that Title I of the Housing Act of 
1949 be broadened as necessary to provide financial assistance to 
cities for well planned neighborhood projects, at any stage of the 
urban renewal process, which will clear blight and establish sound, 
healthy neighborhoods. Grants to local communities should be con- 
tinued on the present basis of not to exceed two-thirds of the net 
project cost. 


To effect this recommendation several changes in the provisions of 
Title I of the Housing Act of 1949 are necessary. In general, Net 
Project Cost is the difference between Gross Project Cost and the pro- 
ceeds derived from the disposition of the cleared property. It in no 
event includes the cost of rehabilitation to existing structures or the 
erection of new structures. Gross Project Cost includes the total ex- 
penditures in connection with the project and covers the cost of neces- 
sary public improvements in the renewal area, such as streets, utilities, 
parks, playgrounds, and other public facilities required for carrying 
out the respective plan for the urban renewal area. Among the more 
important amendments to Title I of the Housing Act of 1949 are these: 

(a) The term “Project” as presently defined in Title I of the Hous- 
ing Act of 1949 should be amended to revise and broaden the existing 
project eligibility requirements in conformity with the Subcommittee’s 
recommendations and to embrace the activities involved in a com- 
prehensive urban renewal program, including rehabilitation and con- 
servation as well as slum clearance and redevelopment, and 

(6) The term “project area” in Title I of the Housing Act of 1949 
should be changed to cover an “urban renewal area.” The term “urban 
renewal area” should be defined, in substance, to embrace any urban 
area designated by the local community as appropriate for renewal 
and determined to be deteriorated, deteriorating or threatened by 
blight, and respecting which the city has evolved programs for clear- 
ing existing blight and for restoring the area to a sound, healthy 
condition ; 
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(c) The provisions in Title I of the Housing Act of 1949 pertaining 
to loans, capital grants, and advances should be changed to authorize 
such financial assistance for urban renewal activities. This assistance 
should extend to the making of grants to public bodies for the prepa- 
ration of plans for urban renewal areas. The amount of grants made 
for plans should be deducted from the total grants for which the city | 


| 
| 


would otherwise be eligible in connection with that particular project. — 


(d) Title I of the Housing Act of 1949 should be further amended 
to exclude from its scope any public facility or improvement which 
is outside the boundaries of the urban renewal area. 

4, There is confusion, duplication, and conflict in the present organ- 
ization of the Housing agencies. The confused organizational struc- 
ture impedes the administration of the present slum clearance and 
urban redevelopment program. Whatever the eventual recommen- 
dation may be as to the reorganization of the Housing agencies, it 
is clear that responsibility for administering the Federal assistance 
program in the urban renewal field should be assigned to an agency 
of Government with a status comparable to that of the PHA and the 
FHA. The program is new and developing. It has experienced the 
normal growth pains. But the red tape, delay, and overzealous super- 
vision of local action can only be corrected by a combination of im- 
proved organizational structure, clarifications in the law, and im- 
proved administration. The latter step appears to be successfully 
under way. 


» 


Recommendation No. 4: 


The Subcommittee recommends that an Urban Renewal Administra- 
tion be established at a level in the housing organization similar to 
the status of PHA and FHA. 


To effect this recommendation, the provision of Title I of the Hous- 
ing Act of 1949 providing for the appointment of a “Director” to 
administer the program will have to be revoked and in lieu thereof 
appropriate provisions will have to be inserted for the establishment 
of the Urban Renewal Administration and the appointment of a head 
or chief of such administration having the same legal status as the 
heads of the other constituent units of the Housing and Home Finance 
Agency. 

5. In order to permit reasonably long-range planning of local slum- 
elimination programs, the Urban Renewal Administration must know 
several years in advance of actual appropriation the extent of the funds 
_ that will be available to it. 

So far, this has not constituted a problem, as the rate at which 
redevelopment projects have been planned and processed has been only 
slightly in excess of $50 million per year. It is not budget considera- 
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tions which have controlled the pace of the program, but the capacity 
of the cities to plan and execute the projects, to relocate the families 
in the clearance areas, and to absorb the overall impact of the program 
on their communities. 

As the broader-gaged, more flexible urban renewal program herein 
proposed takes shape, the pace will increase and the time will soon 
arrive when requests for assistance will press against the ceiling of 
presently authorized capital grants. At that time, perhaps by 1955 
or 1956, financial requirements of the program must be reexamined. 

The experience gained by that time with the cost of urban renewal 
will permit the President and Congress to relate the desired pace of 
slum elimination to budget requirements more realistically than is 
now possible. The amount of annual budget allotments will be influ- 
enced by the capacity of the cities to absorb the program, the available 
supply of housing, and the possible use of the program to help bridge 
transitional dips in the nation’s economy. In this latter respect, it is 
important to note how quickly a speed-up in this program might help 
to bolster the economy of the country while achieving immensely con- 
structive results throughout our cities. It not only will help eliminate 
slums and improve the condition of housing, it will also result in the 
expenditure of large sums in needed public improvements and will 
constitute an important stimulant to the entire building industry. 


Recommendation No. 35: 


The Subcommittee recommends that an Urban Renewal Fund be 
established to provide loans and grants to local communities for 
urban renewal. The size of the fund should be sufficient to per- 
mit necessary advance planning. It should be augmented yearly in 
such amounts as the administration and Congress may determine, 
with due regard to (1) the capacity of the program and the desire as 
to its pace, (2) the ability of the Federal Government to provide 
funds for the necessary grants, (3) the Federal grants and fiscal pol- 
icies as they relate to all other grants and subsidy programs of the 
Federal Government, (4) the impact which the financing of all 
Government subsidy programs which may be authorized will have 
on the supply of investment funds. The presently authorized and 
unused grant funds under Title I of the Housing Act of 1949 should 
be transferred to the urban renewal fund and are adequate to cover 
requirements for at least the next fiscal year. 


An amendment to Title I of the Housing Act of 1949 to provide for 
the establishment of such fund is required. Provisions should be made 
for transferring to the Urban Renewal Fund loan and grant funds au- 
thorized under the existing provisions of Title I of the Housing Act 
of 1949. 
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6. The idea of slum prevention and rehabilitation of existing struc- 
tures and general urban improvement is an old one, but the processes 
required to make such ideas effective in clearing blight and prevent- 
ing its spread are only now being developed. The strides that have 
been made in the past few years are outstanding, but no city in the 
United States yet has a truly effective program in operation. ‘There 
is great and valid hope that these ideas can be evolved into tremen- 
dously important processes for slum elimination, but the job is still 
ahead. Because the pressure for slum elimination is so great, yet the 
difficulties in the way of effective action so real, there is always great 
danger that programs will be launched with much enthusiasm and at 
considerable expense which do not really measure up to the task and 
cannot achieve the results required. There is danger that we will fail 
to make the hard decisions and do the hard work that effective pre- 
vention-rehabilitation-conservation demands. Because it is so 1m- 
portant that this approach be developed to its full potential, and be- 
cause it would be so disastrous if it failed without being thoroughly 
and responsibly undertaken, the entire Nation has a deep interest in 
the efforts which the cities make and the progress that is achieved. 

By broadening Federal assistance under Title I of the Housing Act 
of 1949 to help induce action by the cities in this field, the Federal 
Government can provide the trigger for a chain reaction of thought- 
ful and effective local action which could end in the elimination of 
urban slums. But it could also set in motion excitement and enthu- 
siasm for superficial undertakings hopelessly incapable of doing the 
job for which the assistance is furnished. 


Recommendation No. 6: 


The Subcommittee recommends that an Urban Renewal Service be 
established in the Urban Renewal Administration to provide cities, 
at their request, with technical and professional assistance in plan- 
ning and organizing programs for urban renewal. ‘This service 
would develop information on action being taken among cities 
throughout the country. It would analyze the various programs 
and report their achievements to other cities which were interested, 
in order that every city might benefit from the experience of others. 
It would help point up the requirements for effective slum preven- 
tion and slum clearance, and would generally assist cities in meeting 
the objectives set by the Urban Renewal Administration as pre- 
conditions to eligibility for financial assistance under the urban 
renewal program. 


In order to carry out this recommendation, Title I of the Housing 
Act of 1949 will have to be amended to authorize the establishment 
of an Urban Renewal Service and to empower the Service to perform 
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the particular functions outlined above and the function of determin- 
ing whether cities have made overall approaches to the problems of 
decay as provided in the recommendations below. 

7. Obviously it will not be possible for declining areas to be restored 
to sound, healthy neighborhoods unless there is financing available 
for the construction and purchase of new housing for sale and rent and 
for the rehabilitation of existing structures. The nonavailability, in 
declining areas, of financing opportunities equal to those which are 
available in newer neighborhoods contributes to the cycle of deteriora- 
tion and impedes efforts to check it. 


Recommendation No.7: 


The Subcommittee recommends that long-term FHA financing be 
made available in renewal areas on terms at least as favorable as are 
available elsewhere in the city for purchase, construction, or rehabili- 
tation of housing for rental or owner occupancy. 


FHA should be granted additional legislative authority, if it pres- 
ently lacks it, to enable it to provide such financing in renewal areas. 

8. In extending financial assistance under the present slum-clearance 
program, the Administrator is required to “give consideration to” the 
extent to which the city is developing more modern building codes 
and preventing the spread of blight through enforcement of health, 
sanitation, and safety codes. 

If we really mean business about slum elimination, this section of 
the law must be broadened and the administration of its strengthened. 


Recommendation No. 8: 


The Subcommittee recommends that before qualifying for grants 
under the amended program of Title 1 of the Housing Act of 1949 
the locality shall present a workable program to attack the problem 
of urban decay, through programs designed to (1) prevent the spread 
of slums, (2) rehabilitate existing structures and neighborhoods, and 
(3) clear out nonsalvageable dwellings and obsolete land uses and 
establish a locality of sound, healthy neighborhoods. 


To effect this recommendation, appropriate amendatory legislation 
should be enacted directing the Urban Renewal Administration to 
condition the availability of the Federal assistance in question upon 
proper showings of accomplishment in line with this recommendation 
and the recommendation next following. 

9. In order for the FHA to insure long-term mortgages in deteri- 
orating and blighted areas it must be satisfied that the locality has 
taken steps necessary to remove the blight and establish the area as 
a sound, healthy neighborhood in which the maintenance of long-term 
values can be reasonably anticipated. Similarly the PHA must be 
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satisfied that the locality has taken steps sufficient to meet the pre- | 
conditions to public housing grants. These determinations, as well as | 
those of the Urban Renewal Administration, will require the setting of | 


objectives and the examination of programs in the sani in relation 
to those objectives. 


Recommendation No. 9: 


To avoid confusion and conflict, the Subcommittee recommends 


: 
| 


that the Urban Renewal Administration advise the Housing and | 
Home Finance Administrator of the plans and programs a city has _ 
developed for attacking the problem of urban decay and that the | 


Housing and Home Finance Administrator then certify to the FHA, 
PHA, and URA whether or not that city qualifies for the Federal 
assistance requested. 


To carry out this recommendation, appropriate amendatory legis- 
lation is desirable. However, the objective may also be attained 
through administrative measures under a reorganized housing agency. 
' 10. The performance of individual cities in this broadened concept 
of urban renewal will vary widely. It is tremendously important that 
the highest level of performance be encouraged not only because, over 
the long pull, it will minimize the need for Federal aid, but also be- 
cause in a field as new as this, outstanding performances by one city 
light the way for others. ‘Traditionally, Federal grants are made on 
a pro rata formula to cities or States. To comply with the spirit of 
this tradition, while encouraging high level performances by the cities, 
the Subcommittee recommends: 


Recommendation No. 10: 


That two-thirds of the funds available for capital grants may be 
allocated under the limitations contained in Section 106 (e) of Title I 
of the Housing Act of 1949, as amended, imposing a maximum upon 
the amount of capital grants that may be made in any one state. 
The remaining one-third of the funds available for capital grants 
may be allocated, at the discretion of the Urban Renewal Adminis- 
tration, without regard to Section 106 (e) of the Housing Act of 
1949 to those cities showing the highest level of performance in an 
overall approach to the problem of urban decay through (1) pro- 
grams designed to prevent the spread of slums; (2) rehabilitation of 

existing structures and neighborhoods, and (3) clearing out non- 
salvageable dwellings and obsolete land uses and establishing a city 
of sound, healthy neighborhoods. 


Section 106 (e) and other provisions of Title I of the Housing Act 
of 1949 will have to be amended to carry out this pasouniten da tien! 
11. It is especially important to develop in at least a few cities in 
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the United States pilot projects of effective local action at all stages 
of the slum prevention-slum elimination process. The experiences 
of cities in connection with such demonstration projects will be tre- 
mendously useful in guiding citizens and local officials of other cities. 
There is much to be learned about what is required to make preven- 
tion—rehabilitation—conservation ideas effective. In order to test 
methods and techniques and to assist in lifting the level of performance 
by other cities which also may aid in a raising of standards throughout 
the country, the Subcommittee recommends: 


Recommendation No. 11: 


That a special fund of $5 million be set aside from the grant author- 
izations available to the Urban Renewal Administration to be used 
in developing, testing, and reporting slum prevention and elimina- 
tion techniques in one or more American Cities. 

The city or cities to which these special grants are made should be 
selected on the basis of the value to other cities and to the Federal 
Government of lessons learned in the pilot city and of the readiness 
and capacity of the city to cooperate in and contribute effectively to 
thorough-going urban renewal programs. 

The funds should be available without regard to the purposes for 
which regular loans and grants may be made available and without 
regard to the restrictions imposed upon other loan and grant funds. 
They should be available on a two-thirds grant basis for such items 
as Operating expenses, special staff studies, rehabilitation experi- 
ments, and other undertakings which would contribute to the 
development and testing of techniques in slum prevention and slum 
elimination. 

Detailed records should be maintained of costs and results. The 
information would be made available through the Urban Renewal 
Service for other cities to study, analyze, and act upon. 


The provision of the necessary authority to carry out this recom- 
mendation requires the amendment of Title I of the Housing Act of 
1949 by the addition of a special provision. 

12. There is great need for vigorous and responsible leadership of 
1 national effort to promote the kind of broadscale, integrated urban 
renewal program envisaged in this report. In order that that effort 
may join together top leaders in business, labor, trade, civic, and 
religious organizations in a common, nationwide campaign, the Sub- 
committee recommends: 


Recommendation No. 12: 


That a broadly representative private organization be formed out- 
side of the Federal Government with congressional and/or Presi- 
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dential sponsorship to mobilize public opinion in the support of 
vigorous and effective action by the cities in slum prevention, neigh- 
borhood conservation, and other urban renewal activities. 


This recommendation could be carried out by the enactment of a 
special act of Congress to authorize the formation of a nonprofit pri- 
vately financed corporation under sponsorship of the Federal Gov- 
ernment. | , 

13. There is a direct and important relationship between the own- 
ership of housing for low-income families and the creation of slums. 
Irresponsible and unconscionable people are persistently taking ad- 
vantage of the cities’ failure to enforce their occupancy controls and 
their health, sanitation, and safety codes. The ugly business of slum 
racketeering contributes extensively to the spread of slums and to the 
high cost of slum property in demolition areas. It would be extremely 
helpful to the slum prevention—slum clearance effort to put owner- 
ship and operation of slum property in the spotlight. This would be 
immediately effective in arousing loca! communities to more effective 
action and in discouraging ruthless exploitation of low-income fami- 
lies. It would contribute to the development of a climate of opinion 
in the communities in support of code enforcement. it would facili- 
tate the development of laws and the invoking of court actions and 
proceedings to prevent slum owners from profiting through the ille- 
gal operation and maintenance of slum properties. All of this would 
reduce costs to the local communities and would help to reduce the cost 
to the Federal Government of the urban renewal program. 


Recommendation No. 13: 


The Subcommittee recommends that the national organization pro- 
posed above encourage inquiries into the ownership and operation 
of slum property and the failure of cities to compel compliance with 
their health and housing codes. Such inquiries by public bodies, 
newspapers, or private groups alert communities to the nature of 
the slum problem and some of its principal causes and are thus 
important first steps in activating public opinion in support of 
effective slum prevention and urban renewal programs. 


14. The net cost of slum clearance and redevelopment should be 
reduced by every possible means in order to spread available grants: 
over the widest possible area. 


Recommendation No. 14: 


The Subcommittee recommends that (a) grants for renewal projects 
should only be made to cities which launch two-fisted occupancy 
code enforcement campaigns in the demolition areas. Income based 
on illegal occupancy should be wrung out of slum property before 
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appraisals are made to determine market value for acquisition 
purposes; 

(b) Code enforcement should be employed to the fullest extent 
possible to achieve, without compensation, compulsory demolition 
of dwellings unfit for human habitation and too far gone to be 
rehabilitated. This opportunity would be enhanced if, in the event 
of such demolition, the residual value ascribed to the building and 

_ the cost of demolition were, for tax purposes, allowed as deprecia- 
tion instead of being added to land value; 

(c) Unnecessary demolition of salvageable structures should be 
avoided wherever resourceful planning can fit the existing structures 
into a sound reuse plan; 

(d) Project planning on a limited, piecemeal, few-blocks-at-a- 
time basis should be avoided under the amended Title I of the Hous- 
ing Act of 1949. Neighborhood planning on a large area basis as 
a part of a comprehensive city plan will permit bold and imagina- 
tive reuse planning and will often create values which cautious, 
limited, piecemeal planning will fail to uncover. 

(e) Clearance projects should aim at clearing slums and deterio- 
rated areas, converting land to its logical best use. Overemphasis 
on housing for reuse should be avoided and the land should be put 
to industrial, commercial, institutional, public, and residential use, 
or any combination thereof, in accordance with comprehensive plan- 
ning considerations; 

(f{) Greater proceeds should be obtained from marketing cleared 
land by offering it for reuse under the conditions most favorable to 
its true value. Land is now offered for sale in advance of acquisi- 
tion. The years of delay militate against a top price. ‘The cities 
should have the courage to back up their planning and should pro- 
ceed with acquisition and clearance before offering the land for sale. 
It should be marketed when reasonably short-term delivery can be 
assured. 


These recommendations can best be carried out through proper 
administrative procedures and techniques and, hence, they are directed 
primarily to Federal and local officials engaged in urban renewal 
activities. No legislative action is deemed necessary to carry out these 
recommendations. The tax aspect is one that should be considered by 
the Treasury Department. 

15. These programs for slum prevention and slum clearance will 
reduce the total supply of dwelling units available for occupancy. 
New housing must be built in sufficient quantity to meet this reduction 
in housing supply, satisfy the demands of urban growth, and wipe 
out present housing shortages. 
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But the tightness in the housing supply i in most cities, the lag in 
price adjustments, and the proven vulnerability of low-income families | 
to exploitation add up to a valid demand for relocation housing for | 
low-income families under public control and with some form of Gov- 
ernment financial assistance, as an expansion joint in the slum elimi: | 
nation process. | 

The need for relocation assistance is accentuated by the concentra- 
tion of minority groups in the tightly congested central areas. The 
extensive inmigration of minority groups to the large metropolitan | 
centers piles additional families into these areas for they have no- 
where else to go. Additional areas of housing for minority groups 
are desperately required in order that the normal operations of the. 
housing market may be more effective in meeting the relocation needs 
of all groups. 

The Subcommittee is not agreed on the precise mechanics by which 
relocation housing can best be supplied. However, it is agreed that 
.the following considerations should influence the final solution: 


Recommendation No. 15: 


There should be wide flexibility in adapting relocation solutions to 
the conditions and requirements of the local communities. The 
fullest possible use should be made through thoughtful relocation 
planning of available new housing and good used housing in the 
existing inventory. 


Areas must be opened up to meet the housing needs of all groups. 


Long-term FHA mortgage insurance should be used to the fullest 
possible extent in meeting relocation needs. 


If and when public assistance is required in connection with reloca- 
tion, the lease of existing or new housing and the purchase of 
housing in the existing inventory should be thoughtfully considered. 


The Subcommittee is divided as to whether or not there is justi- 
fication for public low-rent housing under any circumstances. Some 
members of the Subcommittee, while acknowledging the need for 
subsidy in this field, consider such housing unnecessary and unde- 
sirable. Others believe that there is a residual need in some cities 
that can only be met through new low-rent public housing, and that 
the entire slum clearance program in those cities is dependent upon 
its being supplied. 

16. One of the difficulties in slum elimination is the inadequacy 
of facilities for planning, prevention, or clearance programs in the 
smaller cities and the urbanized communities at the fringes of large 
cities. In composite these areas are large, but individually they are 
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small political entities with little or no funds for the planning facilities 
which their problems require. 

Of great importance also is an attack on the urban renewal problem 
on a metropolitan or regional basis, including the preparation of 
metropolitan housing market analyses and the integration of the 
renewal and development plans, programs, codes and controls of the 
numerous local governments in these areas. 

To help meet these problems, the Subcommittee recommends: 


Recommendation No. 16: 


That grants be made on a matching basis to State or metropolitan 
area governmental planning agencies to cover the cost of technical 
assistance for small cities and towns and for metropolitan regions 
within the States. 


Title I of the Housing Act of 1949 will have to be amended to carry 
out this recommendation. Such amendment would authorize the 
Urban Renewal Administration to make grants on a matching basis 
to state planning agencies for the provision of technical assistance of 
the type outlined in this recommendation. 

17. Real estate investment is one in which a recapture of capital 
cannot be contemplated except over a long period. At the same time, 
it is an investment that is apt to suffer protracted variations in income 
during the period of capital return. 

Tax policy should take these characteristics into account. Consid- 
eration should be given to permitting substantially greater choice in 
deducting depreciation for tax purposes and for allowing a longer 
period for averaging income than the present 1-year carry-back and 
5-year carry-forward provisions. 

Present rules against collapsible corporations also create a deterrent 
to investment. If stock in a real estate owning corporation is sold 
within 3 years after completion of the project, profit on the sale must 
be considered as income rather than capital gain. The result is a 
freezing of the capital structure of such corporations and a corre- 
sponding reduction in availability of venture capital. 

Consideration should be given to an allowance for the depletion of 
land value in estimating deductible depreciation. Under present 
rules, land is considered to have constant, or appreciating value, 
whereas actually, with a shift in neighborhood characteristics, land 
may suffer a substantial loss of value. Such an allowance would en- 
courage long-term investment. 

Under present rules, when an obsolete property is demolished, the 
residual value ascribed to the building and the cost of demolition is 
considered to be part of land value and cannot be depreciated for tax 
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purposes. This policy obviously deters the removal of obsolete 
structures. 

The acquisition or building of property by a tax-exempt organiza- 
tion for investment may be considered by the Internal Revenue Bu- 
reau as “the carrying on of a trade or business.” Uncertainties in this 
respect discourage a type of investor that might be satisfied with a 
relatively small or average return over a long period. 

Repair and maintenance of owner-occupied property would be en- 
couraged if it were possible to deduct such expenditures in calculating 
current net income. This in itself would be a great deterrent to the 
creation of slums. , 


Recommendation No. 17: 


The Subcommittee recommends that the President instruct the 
Treasury Department and request the appropriate Congressional 
Committees to study the question as to whether there are tax inequi- 
ties which deter private investment in rental housing, and based on 
such findings, to take appropriate action. 


18. Representatives of ODM and FCDA have stated that the con- 
centration of people and industry in our large cities makes these 
cities prime target areas and that this concentration makes the United 
States exceptionally vulnerable to atomic attack. 

They state further that “the obvious antidote is to multiply the tar- 
get and thus dilute the vulnerability”, that we must reexamine the 
form in which our cities are growing, that we must “reduce densities” 
and improve the “spacing” in our urban centers, that we should ‘‘en- 
courage construction outside of prime target zones.” 

The Federal Government, through the composite of its mortgage in- 
surance and financial aid programs, is capable of exerting great in- 
fluence on the development and redevelopment of American cities. 
But the exercise of such influence would involve major disruptions to 
the normal processes of community development in the country. The 
representatives of ODM and FCDA made no recommendations for 
specific action and until their thinking on the subject has become 
crystallized, the Subcommittee recommends: 


Recommendation No. 18: 


(1) That a very close and confidential relationship be established 
between the defense agencies and the heads of the housing agencies 
so that Federal housing efforts may be directed in a manner which 
will not be inconsistent with the progressive stages of defense 
planning. 
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(2) That the Housing and Home Finance Administrator, after 
becoming acquainted with the problems and goals of the defense 
agencies, be directed to have studies made by the heads of all Federal 
housing agencies, to determine what steps could be taken by each 
agency to assist in meeting these goals and how best to carry out its 
part of an overall plan. 
(3) That each of these housing agencies determine which steps can 
be taken under existing legislation and determine the need for 
additional legislation. 
(4) That such additional legislation be carefully prepared and made 
ready for introduction when necessary. 
(5) That the Urban Renewal Administration, in working with cities 
in the planning of redevelopment programs and in the planning of 
renewal areas, keep in mind the layout of parks, playgrounds, and 
other open land in such manner as to constitute effective firebreaks 
in the event of major conflagrations. 
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Exnuipit 1 


Wasuineton, D. C., 
November 24, 1953. 
Mr. James W. Rovss, 


Chairman, Subcommittee on Urban Redevelopment, Rehabilitation, — 


and Conservation, 


Advisory Committee on Government Housing Policies he Pro- | 


grams, Washington, D.C. 

Dear Mr. Rouse: I am submitting herewith a report entitled “Na- 

tional Objectives for Housing and Urban Renewal” for the consid- 
eration of your Committee. 
* The Housing Act of 1949 set forth for the first time a national state- 
ment of housing policy. This included a determination that the wel- 
fare of the people in our cities requires the clearance and rebuilding 
of slums and blighted areas. 

Since that time many cities have participated with the Federal 
Government in those programs. Much of the necessary State legisla- 
tion, court decisions and experiment with methods has been accom- 
plished. As the program has proceeded it has been more and more 
clear that we were dealing with projects, not with comprehensive pro- 
grams for renewing our cities. 

It is now clear that our objectives must be broadened. We are pro- 
ducing slums faster than we can demolish them. We must protect 
and conserve existing parts of cities to slow down this process of 
blight. We must recognize that the real cities are entire metropolitan 
areas, and that metropolitan development. affects very much the de- 
velopment potential of central cities, and their possible tax revenue. 

I have accordingly given attention to the metropolitan problem, the 
needed programs of urban renewal and the objectives for a total 
housing program which are all interdependent. 

It has been a great pleasure to work with your Subcommittee and a 
privilege to join to some extent in your deliberations. I am confident 
that your report will be of great usefulness in helping to determine 
the national policies which will be adopted. 

Very truly yours, 
Rosert B. Mrrcuetn, 
Consultant. 
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NATIONAL OBJECTIVES FOR HOUSING AND URBAN 
: RENEWAL 


A Report to the Subcommittee on Urban Redevelopment, Rehabilita- 
tion and Conservation, of the President’s Advisory Committee on 
Government Housing Policies and Programs 


By Robert B. Mitchell, Consultant, Professor of City Planning, the 
i University of Pennsylwania 


Our Nation and people bear today the greatest responsibility of our 
history. While maintaining that economic and military strength on 
which the free world depends, we must continue to nourish our funda- 
mental freedoms, enhance the welfare, prosperity, and internal secu- 
rity of the Nation, and advance without hesitation the health and 
living standards of the American people. In doing this we shall dem- 
onstrate to the world the dynamic ability of a free nation to attain 
those ends toward which all men are striving. 

In these days we can tolerate no timid programs. Boldly and posi- 
tively we must adopt those policies and undertake those actions which 
will best serve our national aims, and so serve the American people. 

The necessary policies and action programs will cover a wide range 
of national concerns. High among them must be these firm objectives: 
that the Nation shall undertake, as never before, the strengthening, 
improvement, and continuing renewal of the villages, cities, and great 
metropolitan regions of America which are increasingly vital to our 
way of life, our economic system, and our national security; and that 
every American family shall have the opportunity to live in a decent 
home. 

These ends are so related that one cannot be attained without the 
other. They require an integrated, bold, positive program: a program 
to build better cities and homes for Americans. 


The Problem of the Cities 

We have never, as a Nation, undertaken seriously to make our cities 
fit habitations for the American people. We know that community 
pride and loyalty is the beginning of patriotism. We know that in our 
local communities we have the first lessons of citizenship. We have 
discovered that much of the efficiency of our economic life is dependent 
upon the functioning of urban areas. And now in midcentury we are 
shocked into the realization that modern weapons of war have made 
our densely packed urban concentrations so vulnerable to attack that 
the security of the Nation would be seriously threatened in another 
war. 
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We have never really faced up to the problems of our cities and 
determined asa Nation tosolvethem. We have talked and written for | 
two decades about the menace of urban blight and slums. A few | 
blighted and slum areas have been cleared through a partnership of 
local and Federal Government, but we have to look for these spots 
carefully to find them. Meanwhile the forces of obsolescence, neglect, 
and exploitation have been allowed to compound the problem. | 

Healthy, sound, useful, urban areas are subject to-premature decay — 
because we have allowed air pollution, heavy through traffic, inade- — 
quate public services, overcrowded land and buildings, and other influ- 
ences to make them undesirable in competition with newer, outlying 
districts. 

The forces of spreading blight have cracked morale in ‘many neigh- 
borhoods. As a-sense of hopelessness replaces confidence the disinte- 
gration is speeded. Social disorganization and delinquency follow, 
and another slum is created. 

Most metropolitan central cities are surrounded by belts of rapidly 
prowing suburban areas in one or more counties anil divided into a 
multiplicity of local governmental jurisdictions. With some notable 
exceptions this suburban development has occurred by the spatterdash 
method, with varying degrees of building or land use control, of plan- 
ning, of public services and of taxation. 

Newly developed suburbs attract upper- and middle-income popu- 
lation from the deteriorating central cities; but often they are poorly 
laid out, constructed, and serviced and siotatudlty show the symptoms 
of blight found in ia older cities, except for density of development. 
Reliance on the real-estate tax and fractionated governmental service 
areas produce grave problems of tax revenue in many suburbs as 
lower-income families move in. 

Central city problems are compounded as population, trade, and 
industry of high taxpaying ability are lost to the suburbs and lower- 
income migrants enter the cities. 'The revenue base is decreased while 
the demand for expensive services is vastly increased. 

Metropolitan regions are formed within a play of divisive forces 
which prevent any organic structure of governmental services or 
finance or of physical layout and facilities. It isno wonder, then, that 
local communities are financially pressed, poorly serviced, and 
strangled with increasing traffic congestion. 

Into this picture of congestion, decay, disorganization, and insol- 
vency is injected a new warning. The metropolitan region is vulner- 
able to the atomic bomb and other modern possibilities of long-range 
aggression. 


130 








APP. 2—SUBCOMMITTEE ON URBAN REDEVELOPMENT 


Deterioration of cities and disorganization of metropolitan regions 
is decay at the heart of the Nation; but the concentration of popula- 
tion, communication, and transportation facilities and productive 
plant in congested urban centers invites national disaster. The wel- 
fare and security of the Nation require an all-out national program of 
urban renewal and development. 

Then what must be the specific goals of this national effort?, The 
situation is far from hopeless because all cities are constantly chang- 
ing. All have, to some degree, a constructive vitality. This gradual 
change can be guided and facilitated, even speeded, to achieve the 
healthy cities and urban regions we desire. 


Metropolitan Integration and Development 


We want to reshape our metropolitan regions so that congestion is 
reduced, and the physical structure is articulated into an efficient, loca- 
tional pattern of residential, shopping, governmental, and industrial 
areas properly interrelated, and served by an efficiently laid-out system 
of transportation, communication, and other utility systems with well- 
spaced park and recreation areas and other common facilities. 

We want to find the means of best serving these metropolitan regions 
with a reshaped governmental structure which can leave as much local 
determination as possible te smaller communities within the region, 
and yet provide on a regional basis those services which can be most 
effectively and efficiently provided in that way. 

We must solve the disorganized and conflicting problems of govern- 
mental finance and taxation in metropolitan regions in order to place 
them on a sound fiscal basis and to remove tax variations which distort 
otherwise reasonable patterns of development. 

We must awaken among the people of these regions an awareness 
that central cities and suburbs are interdependent and cannot survive 
in the present governmental and physical chaos. We need some re- 
gional agencies to analyze, invent, and suggest acceptable solutions 
to these problems. 

We must have bold regional planning to guide the regeneration of 
these amorphous urban areas as efficient, functionally sound, and 
organic physical structures. 

We must develop the means to assure the ability of these regions to 
adapt to growth and changing needs without the accumulation of 
obsolescence and maladjustment which have produced our present 
urban ill health. 

Solution of these metropolitan problems is not a Federal task. They 
must be tackled within each region, with State encouragement and 
assistance. However, we should make sure that any Federal aids to 
programs of urban renewal or to urban highway improvement, or to 
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other physical development projects in urban areas be conditioned 
upon a continuing effort within the regions to accomplish these broad | 
purposes. Without this assurance Federal funds may well be inef- 
ficiently expended. | 
States should give aid and encouragement (as some States do) to. 
programs of regional integration and development through revision | 
of permissive legislation, where necessary, and through technical as- ; 
sistance for regional planning. States might establish special com- 
missions to discover, analyze, and report on measures for accomplishing 
needed regional integration and development. Federal assistance 
might be granted the States on a matching basis for these purposes. 





Urban Community Renewal Programs 


In cities and other jurisdictions within metropolitan areas and in 
cities and towns outside such areas we must undertake broad-scale 
urban renewal programs aimed at rearrangement, conservation, and 
rebuilding of the communities, and restoring their vitality. 

These programs should take place within the framework of metro- 
politan plans and programs as set forth above, where they fall within 
such areas. 

We want to accomplish a positive objective, ; in our oat of building 
and renewal to achieve a physical structure which can most appro- 
priately and efficiently serve the people, institutions, and businesses 
which make up the cities. This involves control of the quality of new 
development and a readjustment of land use patterns so that houses, 
schools, shops, and factories are well located in relation to each other 
and are not crowded for space; so that overcrowding of land or struc- 
tures is eliminated and so that we can expect to minimize the effects 
of disasters or aerial attacks in possible war times. 

We want to be sure that all parts of these areas are well and effi- 
ciently served by systems of facilities for transportation, communica- 
tion, water supply, sanitation, power, education, recreation, and 
welfare. 

We want to conserve and protect central city districts and build 
them constructively to accommodate those functions and activities 
which are needed there, and to remove the overcrowding and congestion 
caused by the presence of those businesses and activities which do not 
need to be there. 

We need to improve and protect manufacturing areas at appropriate 
jocations, providing them with means of easy access and with any 
needed room for expansion. 


1 For example, the California legislature established a Metropolitan Transit Commission 
for the nine counties of the San Francisco Bay Area and has appropriated more than half 
of the funds needed (the remainder put up by the counties) for a 2-year, comprehensive 
plan for transportation in the Bay Area to cost three-quarters of a million dollars. 
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We should strengthen outlying shopping centers in appropriate 
locations with any necessary rearrangement of streets and buildings 
and with adequate parking space. 

We must improve the conditions of life in all urban residential areas 
through rebuilding those parts which can no longer serve their inhabi- 
tants usefully, through improvement, rehabilitation, and adequate 
maintenance of structures with a remaining useful life, through pro- 
tection of all homes from adverse influences, through rearrangement 
of streets as necessary to reroute through traffic away from residences, 
through opening up spaces for parks, recreation grounds, and schools, 
through provision of needed common services and facilities and 
through community organization to build morale and instill a re- 
surgence of pride and confidence. 

We must undertake good municipal housekeeping in all areas of our 
cities, controlling nuisances, development and occupancy, maintain- 
ing order and cleanliness and rendering adequate common services 
as well as services to families and individuals suffering from problems 
of health, dependency or maladjustment. 

We must rehabilitate the financial soundness of municipal govern- 
ments and make necessary readjustments in the incidence of taxation 
which may distort desirable community development. 

Remembering that the health and soundness of a community is re- 
flected partly in its suitability to serve the life of its people, and partly 
in its immanent power to replace worn-out cells, and to maintain and 
adapt itself to changing requirements, we should strive to create those 
circumstances and relationships within our cities so that they will have 
this constructive vitality. | 

There is a growing determination among local governmental and 
civic leaders that our cities shall be built better and then conserved, pro- 
tected, and gradually rebuilt, to serve more effectively the needs of 
modern urban life. In more specific terms, we should try to accom- 
plish these things: 

All new development added to our cities should be appropriate 
xccording to comprehensive city plans, and should be so located that 
t can be serviced economically with utilities, schools, and other public 
facilities. The quality and design of this new development should 
oe guided by zoning ordinances and subdivision control to prevent 
nalformations in the urban body. We should not allow new addi- 
ions which will be subject to premature obsolescence or deterioration. 

All existing development which is not ready for land use change 
or demolition should be conserved and protected to the degree appro- 
priate and feasible. This applies to business and industrial areas 
us well as to residential neighborhoods and individual structures. 

No city can be rebuilt over night. The pace of rebuilding must 
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be geared to the requirements of the people and business firms which 

make up the city, to the resources available, and to the constructive | 
vitality of the community which is its regenerative power. Sci 
cities can change and build rapidly; others at a much slower rate. 
With all its shortcomings and its accumulated debt, the bulk of the 
city’s physical plant is a capital resource which is inherited. and | 
which is necessary to economic survival. We must find the right | 
balance between conservation of that capital resource, and its reshap-_ 
ing and replacement. ; | 

At what quality should we aim in the maintenance and rehabili-— 
tation of the existing areas of the city? Let us not be dreamy-eyed 
about it. We must accept a wide range of quality. We should put 
a floor under the minimum standards we will accept in any neigh- 
borhood. But above that minimum standard we should expect that 
some neighborhoods will maintain high quality and a high economic 
ability of occupants as Beacon Hill has in Boston. From time to 
time other areas will rise or decline in prestige, desirability, and 
‘attractiveness to economically strong occupants. 

We should not try to pattern all urban residential areas on the 
stereotype of the neat, middle-class residential suburb, geared to the 
values and status-aspirations of its inhabitants and centered about 
children. There are all kinds of people in cities, who live according 
to different standards and want different things. There are tradi- 
tional urban ways of life, and others with roots in small towns and 
rural areas. | ‘ 

To the extent that the “filtering down” process works in providing 
housing for lower-income people, some residential neighborhoods will 
have to decline in quality of maintenance, in modernity, in status. 
“Filtering down” implies both neighborhood change and population 
movement by individual families and by income, racial, and religious 
groups. The same process works in commercial areas. 

This kind of normal and expected change should not be confused 
with “blight.” No program of neighborhood conservation can or 
should prevent this kind of change. Then what are the purposes 
of conservation and protection ? 

First, irreducibly and universaily throughout the city we want to 
maintain a standard of decency and order which will promote the 
self-respect of people, adequately serve family life, and prevent 
physical surroundings which are unsafe or unhealthful or destroy 
community and citizen morale. 

_ Tothis end we must require all buildings to be kept structurally safe 

and safe from fire hazard, decently maintained, free of filth and ver- 
min, supplied with adequate plumbing and heating facilities in good 
working order, and (for residential structures) compliance with hous- 
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ing codes covering minimum standards of dwelling facility and occu- 
pancy. All structures, moreover, must be so related to each other 
that a decent standard of light and air is possible and they do not 
constitute a fire hazard. All structures which cannot conform to 
these minimum requirements should be demolished. 

Moreover, the rendering of municipal and quasi-public services to 
all areas must be of sufficient quality and extent: street cleaning and 
waste removal, street lighting, air pollution control, policing, health, 
educational, penvaatl nal: and ee counseling. 

Beyond ‘hig we must Epebounmeslle introduce parks, ia aise 
and other community facilities into all areas and to the extent possible 
separate through traflic from residential streets. 

Going one step beyond the base minimum we should give attention 
to the appalling ugliness and drabness in many urban neighborhoods, 
to lift the human spirit and bolster civic pride. Street trees and com- 
munity flower-planting programs can help some areas in the absence 
of more fundamental improvement. 

Asa second objective we want to remove adverse land uses which are 
nuisances because of smoke, dirt, noise, vibration, or excessive traflic 
generation from residential areas. 

Beyond this minimum, we want to create throughout our city urban 
renewal districts, in each of which we prepare, with the participation 
of local people, plans, and programs for progressive improvement to 
the extent each area can now support that improvement, or has a 
prospect of doing so. Renewal areas may be so located that they can 
achieve or remain at a high level of quality by this economic strength, 
through modernizations, rehabilitation, new construction, and high- 
level maintenance. 

Other renewal areas may be so located that extensive capital invest- 
ment for rehabilitation or new construction is unwarranted except 
with public subsidy. These areas may be destined to retain relatively 
low-income residents or businesses, or to change to lower-income status. 

In all these areas, however, the replanning and renewal process 
should provide the neighborhood safety and amenity which can be 
achieved through opening of park and playground areas, street rear- 
rangement and provision of community facilities. On all of them, 
rezoning and any other feasible controls of land use should be 
amployed. 

Some parts of cities cannot continue to serve adequately without 
rebuilding. This is true particularly where a preponderance of struc- 
ures cannot be maintained at minimum standards, or where street or 
ot patterns are unsatisfactory, or where a land use change is required. 
Often complete rebuilding is the only sound answer in relation to new 
projects of public improvement. 
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The areas of a city, from those in good condition and needing only — 


' 


protection to those in need of rebuilding, will usually contain mixed _ 


conditions, requiring a mixture of treatments. Very seldom will they | 
be clearly separable as areas for “protection,” “conservation,” “re- _ 


habilitation” or “redevelopment.” 


The requirements of light, air, and safety and now of urban defense — 


will require special attention to the problems of density and the open- 
ing up of open space which can serve as a firebreak ‘at suitable inter- 


vals in the city. The particular density which is most appropriate in — 


each area must be locally determined by good planning (and not by 
economic compulsion to justify a high land cost). It may vary ac- 
cording to location, transportation facilities, composition of the pop- 
ulation, building type, requirements for open space, and local custom. 

These objectives have been stated in general terms, befitting a na- 


tional program. No mention has been made of many kinds of policy | 


decisions that should be made in local communities: urban dispersal 
or concentration; homogeneity or heterogeneity of neighborhoods; 
building types, and many others. 


The objectives are positive. They are for creation of a suitable en- — 


vironment for urban life, not merely for the elimination of structures 
or slums. 

The objectives must be dynamic. They are to undertake and carry 
on in each renewal area a continuing program of renewal. Too much 
of our redevelopment thinking and planning has been in terms of a 
static accomplishment as if a neighborhood could be created and be 
forever suitable. 

The objectives must be comprehensive. Cities and neighborhoods 
must be treated as wholes, with attention to all their aspects. Thus, 
the best modern physicians treat a whole man—his physical condition, 
his emotional condition, and his social environment. 

In the same way the purposes of urban renewal will not be served 
by complete reliance on the removal or building of physical structures. 
A whole program must give attention to neighborhood organization 
and morale, to economic problems, to social] problems and their treat- 
ment. 

Because the focus of this Subcomniittee is on the subject of urban 
development and renewal, I have given major attention in some detail 
to this field. But we have said that the objectives of urban renewal 
and those of housing in general are closely related and interdependent. 

An urban renewal program must depend upon a good housing pro- 
_ gram for a major part of its activity and accomplishment. Urban 
renewal requires the facing of housing problems of those displaced in 
the process; often they need special assistance because they cannot 
participate in the free housing market. 
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Following, therefore, is a brief statement in less detail on the prob- 
lems and objectives of a total housing program. 


The Problem of Housing 

To achieve the objective of a decent home for every American fam- 
ily, the private housing industry and Government must be teamed 
together as necessary. We must mobilize every resource of our econ- 
omy: removing roadblocks to production, conserving our present in- 
ventory of dwellings, and removing from use those structures which 
are inadequate. Federal, State and local governments will have their 
part to play. 

We should try to achieve housing production nationally, within 
each urban area, and within each section of the local housing market, 
sufficient to eliminate shortages, provide for new families and migrants, 
and replace dwellings eliminated through closing, demolition, con- 
version or rehabilitation of existing structures. 

We should seek continual improvement in the quality of housing 
produced in each price class, and be sure that it is located in appro- 
priately placed and well-designed neighborhoods. 

Whenever possible without sacrifice of our standards of space or 
quality, we should try to reduce the capital and annual cost of housing 
to consumers in order to decrease the proportion of the population in 
need of special governmental housing assistance. 

We should take whatever measures are necessary through local 
government to prevent the overcrowding of dwellings, to assure their 
appropriate maintenance and to eliminate the exploitation of low- 
income tenants by building owners who hasten the creation of slums 
for excessive profit. 

We should plan carefully and take bold measures to conserve that 
part of the housing supply which is of acceptable quality and properly 
located, through encouraging and requiring adequate maintenance 
through replacement of structural elements or equipment which de- 
teriorate or become obsolete, and through measures to strengthen en- 
vironmental] influences on residential areas. 

We should eliminate from the standing stock of housing those struc- 
tures and dwelling units which should not be conserved or improved 
because of poor design, land overcrowding, improper location in rela- 
tion to other structures, and because of deterioration or obsolescence. 

We should recognize that although the total supply of dwellings 
may be adequate to serve the total number of families with a com- 
fortable margin of vacancy, there may be maladjustments between 
supply and need in various categories of dwelling type, size, location, 
price class, kind of tenure, and availability to various population 
groups. This means that the theoretical real estate market works very 
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imperfectly and with varying degrees of success at different times in 


the fluctuation of the economy. It means we should not be fooled by 

gross statistics purporting to equate dwelling supply and families. 
Often houses are produced only for sale when the greatest need is 

for rent; or with two bedrooms when the need (but not, perhaps, the | 


effective esi. is for three. In most cities housing avatlabenine is 


| 


severely restricted for racial, religious, or national minorities. In_ 
nearly every city, even in times of general prosperity, there is a large 
number of families and individuals unable to pay enough rent to 
command housing of acceptable quality, provide maintenance and 


debt service, pay taxes, and return a modest profit to the owner. 

Market maladjustments are expressed in many ways, but they 
cften result in hardship and in failure to meet the housing goal. . The 
most serious situations, requiring governmental action, are usually 
those related to low family income or minority group discrimination. 

We should be prepared to continue Federal assistance to local gov- 
.ernmental agencies which undertake to provide and operate housing 
for those groups of the population who are unable to secure housing 
of acceptable quality in the general housing market at a price they 
can afford to pay. The number of such families is decreased in time 
of prosperity, but may be augmented at any time by migration, unem- 
ployment or by public programs requiring the rehabilitation or demo- 
lition of housing. .We should not avoid the issue by suggesting a 
form of pseudo-homeownership for families without the economic 
stability to sustain it. 

In any such programs of publicly provided housing, we should try 
to attain these specific objectives: 

1. Integration of the pubic dwellings into their neighborhoods, to 
avoid institutionalization and exaggerated segregation of low-income 
families. 

2. Distribution of the low-income dwellings as widely as feasible in 
the urban area. 

8. Avoidance of large-scale “projects.” 

4. Design and arrangement to permit sale or lease of individual 
houses, house groups, or multi-family structures separately when liqui- 
dation becomes desirable. 

5. A form of tenure not requiring tenants who achieve incomes over 
a stated level to vacate their homes; flexibility of possible tenure 
arrangements. 

6. Payments in lieu of taxes to local governments at least equal 
in amount to taxes generally paid through rent by similar income 
groups. 
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7. Assumption by municipalities of their responsibilities for pro- 
vision and maintenance of community facilities and services, rather 
than including such facilities in housing costs. 

8. A flexible program permitting construction, acquisition or lease 
of housing for low-income families by local housing agencies, accord- 
ing to the requirements of specific situations. 
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Exursir 2 


Exhibit 2 of the Report of the Subcommittee on Urban Redevelop- 
ment, Rehabilitation and Conservation, is the report, “Slum Pre- 
vention Through Conservation and Rehabilitation,” by Jack M. 
Siegel and C. William Brooks. Because of its length, this report has 
been separately bound. | | 
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Exuieir 3 


SENSUS OF 1950 STATISTICS ON HOUSING AND INCOME OF UNITED 
STATES NONFARM AND STANDARD METROPOLITAN AREA 
FAMILIES 


Relationship of These Data to Other Census Statistics 


The data presented in the attached tables have been developed from 
sreliminary unpublished tabulations of nonfarm housing character- 
stics known as the HB series. Because these are what are known as 
nalytical tabulations involving the cross tabulation of two or more 
tems, only those schedules which could be used for all items of in- 
ormation to be cross tabulated were reported. As a result some 
chedules which were used by the Census Bureau in making its straight 
ounts of characteristics had to be rejected when it made these cross 
abulations. For example, a schedule which reported condition of 
tructure but which failed to show value was used in producing the 
abulations on the total number of dilapidated units included in the 
7,105,000 occupied dwellings shown in the Census HA Bulletin and 
ummarized in the table prepared for the Subcommittee on Housing 
‘or Low Income Families on October 23, 1953. On the other hand the 
ack of value data made it necessary for the Census to exclude it from 
he HB series tabulation with the result that the attached tables re- 
ating to all nonfarm areas in the main deal with only 35,933,000 
ecupied dwelling units. A comparison of the totals contained in the 
wo types of Census tabulations is shown in exhibit A. While the 
1B universe is fractionally smaller than the HA universe, for analyti- 
al purposes the differences are not significant. 

One particular caution should be borne in mind with respect to 
able V of the attached tables. For fairly obvious reasons the Census 
as produced a cross-tabulation of value-income ratios and incomes 
or only single-family detached, attached, and semidetached dwell- 
ngs without business in the structures located on one-dwelling-unit 
roperties. As will be seen in exhibit A, the total number of dwell- 

gs in the category is 15,298,000 out of a total of 19,014,000 owner 
ecupied units for which analytical data on other characteristics are 
vailable in the HB series. Similar disparities exist, of course, in the 

bles relating to standard metropolitan areas. 
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Exuisir A.—Comparison of statistics on occupied nonfarm dwelling units in 195( 
contained in census tabulation on general characteristics (HA series) and on non 


farm housing characteristics 
[In thousands] 


: In nonfarm 
In general | ° attrition | housing char- 
characteristics | fom HA | acteristics 
tabulation : 
to HB tabulation 





























(HA Series) (HB Series) 

Totak occupied. dwellinganiis-.. 2... fe. ceese ed. eee | 37,105 1, 172 35, 93% 

Renterioccupied:s J 4 see Oe. Ee ee se ee 17, 304 385 16, 91! 

OWNER OCCUDIOd 2 22 te ee ree ee ae Sate, oe ee 19, 802 788 19, 014 

Sinole tauitlyuiieeee te te 17, 081 580 16, 501 

On one-dwelling unit properties_................-______-- 15, 878 580 15, 298 
TBUSCHEd eee Ske ees eee Le ee eee es essay” tl) (1) 14, 440 
Attached aridisemidetached: <> .- 20. has Q) (1) 858 

ct a Oe oe ee ee seen oe? oe eee ee ee 1, 203 0 1, 202 

On multi-dwelling unit properties. _............_.-___- 567 oO} 567 

WithhbWSimesst sae. ssc same es en ne eee ener ee on eee BO Sor tae Mes Seay 3 386 

Rent syam CAD OAT Sk akan a one: See ee ew. 210 0 2 1¢ 

"ETSUCTS =. a. Sosa eek a etre ae ee 2 a 241 0 241 

PENVQ,0n are, famed VataiGS as Bee A ee ee | 2,721 208 2, One 


1 Not available, 
2 Estimate. > 


CENSUS OF 1953 STATISTICS ON HOUSING AND INCOME OF U. S. NON- 
FARM AND STANDARD METROPOLITAN AREA FAMILIES 


Summary Statement 


The greater prevalence of “substandard” (i. e., either dilapidated 
or deficient in plumbing facilities) housing conditions in renter-occu- 
pied units is shown by table I. More’than two-thirds of the dilapi- 
dated units are occupied by renters and renter-occupied units out- 
number owner-occupied with respect to housing which is deficient in 
plumbing facilities, despite the smaller total number of renter-occu- 
pied units reported. The number of substandard owner-occupied 
units was still very substantial with 912,000 reported as dilapidated 
and over 3,450,000 deficient in plumbing facilities. 

A close association between low rents and dilapidation and plumb- 
ing facilities is shown in tables ILA and IIB for United States total 
nonfarm units. Starting with a high of 90 percent of the units at 
rents (contract and gross) less than $10 a month, which are reported 
as dilapidated or deficient in plumbing facilities, the proportion of 
substandard units decreases with each successive increase in rent level. 
About three-fifths of the dilapidated or deficient units for which con- 
tract rents are reported were renting for less than $30 a month as com- 
pared with less than two-fifths of the total occupied rent-reported 
units, both standard and substandard, in the same rental bracket. 

For owner-occupied units, dilapidation and deficiencies in plumbing 
facilities are shown in table III to be concentrated in the units occu-. 
pied by families for whom 1949 incomes of less than $2,000 and $2,000 
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to $3,999 were reported. More than two-fifths who own their houses 
and who were reported to have incomes of less than $2,000 are living 
in substandard housing. ‘The proportion in substandard housing de- 
creases to about one-fifth for families with reported incomes of $2,000 
to $3,999 and to a little more than one-tenth for owner-occupied fam- 
ilies in the 1949 reported income bracket of $4,000 to $5,999. 

Occupancy of dilapidated or deficient units by lower income families 
is Shown to be more accentuated in renter-occupied units if table IV 
is compared with table III. According to table IV more than half 
of all renter-occupied substandard units are occupied by families with 
reported incomes under $2,000. 

With respect to the value of the owner-occupied home as a ratio to 
income, it is clear from table V that the lower the reported 1949 
income, the higher the proportion of owner-occupied units which had 
values equal to 3.0 or more times the 1949 income of the occupant 
family. Conversely, the lower the reported 1949 income level of 
owner-occupant families, the greater the proportion of them who had 
reported incomes equal to one-third or less of the estimated value of 
their homes. For the group with incomes under $2,000, 1.7 million 
units of out of 2.7 million units for which value-income information 
was available were occupied by families with reported incomes which 
were one-third the estimated value of their homes or less. 

A rule-of-thumb which has frequently been used as an indicator of 
ubility to pay rent is 25 percent of income for gross rent. Whatever 
the worth of the rule-of-thumb, table XI shows that over 2,000,000 
families with reported incomes under $2,000 and about 500,000 fam- 
ilies with incomes of $2,000 to $3,999 were spending 30 percent or more 
of their reported incomes for rental housing. In general, the lower 
che income bracket, the higher the proportion of families with gross 
rentals of 80 percent or more of their income. 

A separate summation of the tabulations of the tables for “Total 
Units Inside Standard Metropolitan Areas” does not seem necessary 
since the findings would be little different from those noted above in 
the discussion of the tables for “United States Total Nonfarm Units.” 


Definitions 


1. Nonfarm: Comprises the total of all urban and rural nonfarm 
lwellings. 

2. Urban: All dwelling units located in: (a) Places of 2,500 inhabi- 
fants or more incorporated as cities, boroughs and villages; (b) in- 
sorporated towns of 2,500 inhabitants except in New England, New 
York, and Wisconsin; (c) the densely settled urban fringe, including 
both incorporated and unincorporated areas, around cities of 50,000 
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or more, and (d) unincorporated places of 2,500 or more outside any 
urban fringe. 


8. Rural Nonfarm: Represents all dwelling units outside urban 


areas which are not located on farms. 
4, Standard Metropolitan Area: (a) Outside New England, a 


county or group of contiguous counties which contains at least one — 





| 


city of 50,000 inhabitants or more; (b) in New England, places with — 


a population density of 150 persons or more per square mile, or 100 
persons or more per square mile, where strong integration is evident. 


5. Dwelling Unit: A dwelling unit is a group of rooms or a single | 


room occupied or intended for occupancy as separate living quarters 


by a family or other group of persons living together or by a person © 


living alone. 

6. Occupied Dwelling Unit: A dwelling unit is occupied if a person 
or group of persons was living in it at the time of enumeration or if 
the occupants are only temporarily absent. However, a dwelling unit 
occupied at the time of enumeration by nonresidents is not classified 
as occupied, but as a “nonresident” dwelling unit. 

7. Owner-Occupied Unit: A dwelling unit is owner-occupied, if the 
owner was one of the persons living in the unit or 1f.the owner was 
temporarily away from home, even if the dwelling unit was not fully 
paid for or had a mortgage on it. 

8. Owner-Occupied Units in One-Dwelling Unit Structures: This 
category, which is the only one for which cross-tabulation of value- 
income ratios and income are available.excludes family owner-occu- 
pied which are: (a) In boats or tents; (b) in trailers; (c) in struc- 
tures containing business; (d) on lots containing other dwelling 
structures. 

9. Renter-Occupied Unit: All occupied dwelling units that are not 
owner-occupied were classified as renter-occupied whether or not any 
money rent was paid for the living quarters. 

10. Dilapidated: A dwelling unit was reported as dilapidated when 
it had serious deficiencies, was run down or neglected, or was of in- 
adequate original construction, so that it did not provide adequate 
shelter or protection against the elements or endangered the safety of 
the occupants. 

11. Deficient in Plumbing Facilities: Units are so described when 
they have no private bath or toilets or running hot water, or have no 
running water or facilities inside the structure. 

12. Contract Monthly Rent: This is the regular monthly rent con- 
tracted for by the tenant. The landlord may or may not provide 
furniture, heating, fuel, water or other services over and above the 
provision of shelter for the rental payment. 
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13. Gross Monthly Rent: This represents contract monthly rent 
plus utilities and fuel but excludes furniture. 

14. Income: This is defined as money received from wages or sal- 
aries, net income (or loss) from self-employment and income other 
than earnings before deductions for personal income taxes, social 
security, bond purchases, union dues, etc. Excluded are income in 
kind such as food produced and consumed in home or free quarters, 
gifts, lump sum inheritances, insurance payments, tax refunds and 
money received from sale of property unless recipient is in the business 
of selling property. 

15. Value of Owner-Occupied Unit: Dwelling-unit structure.— 
This represents the owner-occupant’s estimate of the sales price of his 
property under ordinary conditions and not at forced sale. 


I.—UNITED STATES ToTAL NONFARM UNITS 


Occupied units by tenure, condition and plumbing facilities 


[In thousands] 
Dilapidated or deficient in 
plumbing facilities 
Not di- ent eee oi 
Total Number | lapidated Condi- 
Tenure alia reporting | or defi- Not di- tion not 
condition oe in | Total fooled Dilap- reported 
plumbing : ut defi-| ; 
units Glentiin idated 
plumbing 
Owner-occupied ..___-i-i5.2--- 19, 014 18, 593 14, 225 4, 368 3, 456 912 421 
Renter-occupied..-.-2-2222-L2L- 16, 919 16, 390 10, 496 5, 894 4, 040 1, 854 529 


Bota. 2! deat J! 35,933 | 34,983 | 24,721 | 10, 262 7, 496 2, 766 950 


II A.—UNITED STATES ToTAL NONFARM UNITS 


Renter-occupied units by condition and plumbing facilities and contract monthly 


rent 
[In thousands] 
Dilapidated or deficient in 
plumbing facilities 
Not di- 
Total Number | lapidated ; Condi- 
Contract monthly rent wales reporting | or defi- Not di- tion not 
condition | cient in Total lapidated Dilap- reported 
Pie). units. || DUE CGO" | idated 
plumbing 
esses. -.- 2o55.c2-c55.8 623 602 36 566 266 300 21 
il On) See et es oe see 2, 132 2, 065 398 1, 667 1, 109 558 67 
A pov aee tamale tapi. 33.2 2, 974 2, 900 1, 554 1, 346 994 352 74 
“RUEG Se wet oat 0 ae eee ee 3, 096 3, 032 2, 304 728 651 177 64 
BAU =A OIE oe ee ees 2, 535 2, 483 2, 084 399 313 86 52 
USS OE oe ee oe oe eee ee: 1, 570 1, 540 1,372 168 134 34 30 
Ki ane ee ee cee cone 1, 187 1,164 1, 063 101 79 22 23 
LO 693 680 651 29 21 8 13 
BNGOIOMINOLOL i = = oe eee cae 354 345 331 14 9 5 9 
Rent-free or not reported---_--- 1,754 1, 578 703 875 563 312 176 
AOpen see 16, 918 16, 389 10, 496 5, 893 4,039 1, 854 529 


Se ae 


Nortr.—Inasmuch as the total figures in column 1 include 529 thousand units for which condition and 
facilities were not reported, the difference between column 1 and column 2 does not represent the number 
of units which were not deficient. 
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II B—UnItep States Toran NONFARM UNITS 


Renter-occupied units by condition and plumbing facilities and gross monthly 


rent 
{In thousands] 





Gross monthly rent 


S20 TOPS2 0b ee ss Sete eee 
ASSO OLS ee se eee 
SAO GONS4O 2 i. Sob. dp oehee ne 
SHOMONRDOL 2 ee eee 


SOREN OO bate ests LS he i 
SOOO MMOLO: <a os. eee es 
Rent-free or not reported_____-. 


Not di- 
Number | lapidated 








Total ; 
; reporting; or defi- 
units condition}; cient in | 
plumbing 
220 213 11 
a 640) 1, 083 116 
2,144 2, 082 630 
3, 040 2,973 1, 763 
3, 097 3, 037 2, 383 
2, 219 2,179 1,925 
1,686 1, 658 1, 540 
904 889 855 
419 411 393 
2, 070 1, 866 881 
16, 919 16, 391 10, 497 





Dilapidated or deficient in 
plumbing facilities 


Condi- 

Not di- tion not 

Total |\@Pidated) pijap. | Teported 

units cient in idated 
plumbing 

202 79 123 a 
967 568 399 37 
1, 452 1, 042 |- 410 62 
1, 210 920 290 67 
654 490 164 60 
254 187 67 40 
118 85 33 28 
34 23 11 15 
18 1 7 8 
985 635 350 204 
5, 894 4,040 1, 854 528 


: Note.—Inasmuch as the total figure in column 1 includes 529 thousand units for which condition and 
facilities were not reported the difference between column 1 and column 2 does not represent the number 
of units which were not deficient. d 


II].—Unitep States Toran Nonrarm Units 


Owner-occupied units by condition and plumbing facilities, by income in 1949 


Income in 1949 


Winder $1999. 0... Ea Phe. 
$2000 to $8,900__......._--.---- 
$4,000 19:$5,900 0% een uax aoe 
Seon $0,000. ...2 0 csc ee 
$10,000 and more... _......-.-.~-- 
INOb-reported. . 28252 2k.. 25-28 255 
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[In thousands] 


Not di- 
Number |lapidated 


——— | f 
————— | — | —_ 


Total 

P reporting| or defs 

units icondition cient 

plumbing 

4, 784 4, 656 2, 534 
6, 433 6, 805 4, 769 
3, 953 3, 889 38, 490 
2, 006 1, 976 1, 871 
820 806 790 
1, 019 963 768 
19, 015 18, 595 14, 222 


; N _ ae Condi- 
Total  japideted .. neg e aon 
units oe idated oo 
plumbing ported 
2, 122 1, 586 536 128 
1, 536 1, 286 250 128 
899 339 60 64 
105 84 21 30 
16 11 5 14 
195 153 41 56 
4, 373 8, 459 913 420 
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IV.—Unitrep States Toran Non-Farm Units 


Renter-occupied units by condition and plumbing facilities by income in 1949 








{In thousands] 
Number | lapidated Ser oe 
umber | lapida apida : tion or 
Income in 1949 se reporting | or defi- ace but defi- eee facilities 
condition} ecient in cient in not re- 
plumbing plumbing ported 
Winder $t,909-- = 22 La 5, 267 5, 079 2, 130 2, 949 1, 840 1, 109 188 
f2,000't0.$31099._ .....- Ae 6, 594 6, 420 4,311 2, 109 1, 582 §27 174 
BE 0000-60- $5,000. oo cree arwnicowerh 2, 826 2, 762 2, 308 454 354 100 64 
no to $0000... .. be 1, 080 1, 055 956 99 74 25 25 
bro OOO and mrore._...2 $2 e* . - 279 269 255 14 10 4 10 
NWO TODOTtCGs. 3-22 t Se 873 804 536 268 179 89 69 
Total ees 2 VE: 16, 919 16, 389 10, 496 5, 893 4, 039 1, 854 530 


Note.—Inasmuch as the total figure in column 1 includes 421 thousand units for which condition and 
‘facilities were not reported, the difference between column 1 and column 2 does not represent the number 
of units which were not deficient. 


V.—UNITED STATES Totsan NONFARM UNITS 


Owner-occupied units by income in 1949 and value-income ratio for owner- 
occupied units in 1-dwelling unit structures 








{In thousands] 
Less Condition 
$2,000 | $4,000 | $6,000 | $10,000 
Value-income ratio Total beets to $3,999 | to $5,999 | to $9,999 | or more pee 

Pasethan N0> ~~ -.-ranrdeete 1, 708 O74 648 44) Sd lint neinaeiesl 
4 SC a eet 4’ 212 381 1, B80 a a7 idl as Bee 
ca ee 3/066 359 | ‘1, 489 915 Soe ee 
SC ormorelis....Lm.. 3,304| 1,706| 1,284 352 i ee Sel 
ee availibigie ten. 2) 918 1,003 243 101 |: 51 700 820 


Total dwelling units in 
1-dwelling unit struc- 
Gures®e: =...) AAbs 2 2 15, 298 3,29 5,173 3, 226 1, 656 700 820 


Note.—See definition No. 8 for explanation of the class of dwelling units included in this category. 


VI.—Unitep States Totat NoNFARM UNITS 


Renter-occupied units by income in 1949 and gross rent as a percentage of income 








{In thousands] 
Less Income 
i $2,000 $4,000 $6,000 $10,000 i 
Gross rent as percent ofincome! ‘Total a to $3,999 | to $5,999 | to $9,999 | or more pores 
yess than.10 percent ...=--~===- 1, 892 128 609 657 AGO. oS Mees ee eee tae 
0 percent to 19 percent --- ----- 5, 836 543 3, 161 1, 675 466 oc eee ee eee 
0 percent to 29 percent -_------- 2, 788 787 1, 707 255 89 Hustle sles) ees 
O percent or More-...-..------- 2, 659 2, 126 493 34 6 saeco Meee 
TOtIAVAlADIOse se e202 5--2---= 3, 744 1, 684 623 206 80 278 873 
Total dwelling units in 
1-dwelling unit struc- 


DINOS esos os =e c= 16, 919 5, 268 6, 593 2, 827 1, 080 278 873 
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I.—ToraL UNITS INSIDE STANDARD METROPOLITAN AREAS | 


Occupied units by tenure, condition, and plumbing facilities 








[In thousands] 
Dilapidated or deficient in 
plumbing facilities 
Not di- : 

Tota] | Number | lapidated Condi- 

Tenure units |tePporting| or defi- Not di-’ f tion not 

condition | cient in Total |lapidated| Dilap- | reported 

plumbing] units j but defi-| idated : 
cient in ; 
plumbing 

Owner-occupied_-...---.-.----- 11, 683 11, 452 9, 860 1, 592 1, 250 342 231 
Renter-occupied__.-....-------- 11, 585 11, 240 8, 104 3, 136 2, 168 - 968 345 
‘Total 2t4.i.... She. 23,268 | 22,602 | 17,964] 4,728] 3,418] 1,310 576 





II A.—Torat Units INsipE STANDARD METROPOLITAN AREAS 


Renter-occupied units by condition and plumbing facilities and contract monthly 


y 


Contract monthly rent 


—— 
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Total 
units 


180 
1, 119 
2,013 
2, 316 
2, 006 
1, 255 


616 
325 
768 


11, 585 











rent 
[In thousands] 
Dilapidated or deficient in 
plumbing facilities 
| | ae Tara 
Number | lapidated Condi- 
sapere or oe fro i ge tion not 
conditicn| cient in apidate , reported 
; Total “ Dilap- 
plumbing : but defi- | ; 
units - Gibut ti idated 
plumbing 
174 13 161 70 91 6 
1, 086 222 854 556 298 33 
T, 965 1, 126 839 593 246 48 
2, 268 WS egies’ 490 358 132 48 
1, 965 1, 662 303 235 68 41 
1, 230 1, 098 132 105 vie 25 
968 882 86 68 18 19 
604 580 24 18 6 12 
317 308 9 6 3 8 
663 426 237 159 78 105 
11, 240 8, 105 3, 185 2, 168 967 345 
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II B.—TorTatL UNITS INSIDE STANDARD METROPOLITAN AREAS 


Renter-occupied units by condition and plumbing facilities and gross monthly 
rent 


{In thousands] 





Dilapidated or deficient in 
plumbing facilities 


Not di- 

Total Number | lapidated Condi- 

Gross monthly rent iiaits reporting | or defi- Not di- tion not 

condition oe in Total a Dilap- reported 

plumbin : ut defi-| ; 
8) units cient in | idated 
plumbing 

MOSS AMERE Qo oo kee ee ee 60 58 6 52 22 30 2 
AKO) ROM 2 8 A ee eee ak etre, © 497 481 65 416 245 171 16 
SS ZA) AIO no a lA gk a, apy 2 1, 294 1, 259 426 833 586 247 35 
SURG ee eee «Ey 2, 153 2, 106 Poot 785 575 210 47 
BAUME SAO ee ee ee eee 2, 377 2, 331 1, 878 453 329 124 46 
BDORUOR CO Oona te oa a ee 1, 744 1, 712 1, 531 181 130 51 82 
BOO RU ORD (Aes oe cet cy eh 1, 347 1, 323 eS 88 62 26 24 
PU RCOLSO Oe so sai ee ee oe eer 765 752 726 26 iy 8) 13 
mLOQVOTEIMOTG{ 2. 2 25 2. 5S 379 371 359 i, mi 5 8 
Rent-free or not reported______- | 969 848 557 291 196 95 121 
aROUaee: co ae eee een | 11, 585 11, 241 8, 104 3, 1387 2, 169 968 344 


ITI.—TotTaL UNITS INSIDE STANDARD METROPOLITAN AREAS 


Owner-occupied wnits by condition and plumbing facilities, by income in 1949 





[In ‘thousands] 
Syamborl racer lapidated tol es 
umber |lapidate apidate on. ion or 
Income in 1949 aece reporting| or defi- He ies but defi- piey facilities 
condition | cient in cient in not re- 
plumbing plumbing ported 
Wnderole999. 2... eee ae 2132 2, 078 1, 480 598 442 156 54 
b2 OOOEO.S 909... . 8 22S. Fe 3, 892 3, 823 3, 176 647 530 117 69 
ARQOONEONDD O00 2-22 salen eee 2, 832 2, 790 2, 578 212 175 37 42 
ROMO GO, SOR000 bce nee 1, 562 1, 541 1, 480 61 48 13 21 
FLO OOOANG MOre=.--...-22---5- 637 626 617 9 6 3 11 
NO tmEOWORbCU soe = eee 628 595 526 69 62 17 33 
ANGI pee eee ee a Ha 11, 683 11, 453 9, 857 1, 596 1, 253 343 230 


LV. ToraL UNITS INSIDE STANDARD METROPOLITAN AREAS 
Renter-occupied units by condition and plumbing facilities, by income in 1949 


[In thousands] 


Not di- Not di- Gena: 
otal Number |lapidated Total lapidated Dilap- ton 








Income in 1949 : reportin or defi- ; but defi- ; 
units condition cientin | Uits | cient in | ‘dated ads 
plumbing plumbing P 

CEVA ee ea 3, 066 2, 963 1, 596 1, 367 871 496 103 
000 GOSS; 00055 Fist lee ee: ee 4,611 4, 495 3, 252 1, 243 911 332 116 
OOOO O00. foe ets te 2, 174 2, 126 1, 820 306 234 C} 48 
15000 tO-$0; 0998 Me. 5 Lee oo 889 868 798 70 51 19 21 
MU COOOL NOVO 22255522222 sone 236 228 220 8 5 3 8 
wotLreportedicey..3 235" Fea. ce 609 560 417 143 97 46 49 
motels Sk eee 11, 585 11, 240 8, 103 3, 137 2, 169 968 345 
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V.—ToTaL Units INSIDE STANDARD METROPOLITAN AREAS 


Owner-occupied units by income in 1949 and value-income ratio 











[In thousands} 
Less Income 
.j ‘ $2,000 $4,000 $6,000 $10,000 3 
Value incomeaon Total 52,000 to $3,999 | to $5,999 | to $9,999 | or more | Portes 
Lose hina) 1.0... . ee 686 46 215 207 big | geet et tee 
Pes eek tS Se lI 2, 542 93 773 976 |. TOO rnc coe eee 
2 OTCOr2 OE Re... bo 2,105 itil 992 745 QUE cote eee eee ee 
SOiOramOnres ie Uae. 2 See we Dati23 828 932 292 (id ce ese Sees 
Not available. ...-.dcameeesce 1, 642 428 94 54 |- 32 542 492 
Total dwelling units in 4 
1-dwelling unit struc- 
Grdsee sl oes 9, 098 1, 506 3, 006 2, 274 1,278, "3g 492 





Note.—See definition No. 8 for explanation of the class of dwelling units included in this category. 


VI.—ToraL UNITS INSIDE STANDARD METROPOLITAN AREAS 


Renter-occupied units by income in 1949 and gross rent as percentage of income 


~ 


{In thousands] 


Less . Income 
, $2,000 $4,000 $6,000 $10,000 
Grossrent as percent ofincome} Total $3,000 to $3,999 | to $5,999 | to $9,999 | or mare sone 
Less than 10........--..2.------ 1, 235 40 330 484 ig | onsen 
“1 ON eee Soke ed 5 et 4, 249 255 2, 261 1, 340 S03: |e eS eee 
PULtOM Ole Son ee 2, 011 469 1, 294 213 oO | Seen as oe 
<0) OVPN DnYC eee eee ain | ee i eee 1, 860 1, 425 399 31 as 
J (OUR VEY 0) [2 geen ee 2, 231 877 326 127, 55 237 609 
Total dwelling units in 1- : 
dwelling unit struc- 
tteres- oo. == 4. Se SRI) 11, 586 3, 066 4, 610 Zeal 889 237 609 
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Exauisit 4 


NOTES ON THE COST OF SLUMS TO LOCAL GOVERNMENTS +* 


Figures taken from studies in 14 cities representative of all sections 
of the country and of communities of varying population categories. 
Studies themselves carry detailed analysis and documentation of the 
key figures, summaries, and conclusions quoted below. 
Point to bear in mind in studying the figures: What is being received 
for money spent ? 
New England 


Boston—1934 study of the City Planning Board: “Report on In- 
come and Cost of Six Districts in the City of Boston.” In table headed 
‘Comparison of Income and Cost for the City and Six Districts,” 
these figures appear for four residential areas and the city as a 
whole. 








Per capita 
income Cost Net cost 
Sitvys._ file See oe. Perr wee a A Rae ae caste $74. 40 $77. 80 $3. 40 
AOMerON tal Gisiie@G=s = aos. fae aeee eee Sr a ok oe ee ee 312. 80 ore as oes oes 
UVC Ui es ere’ eer, ae ee eee oe Bera epee, ok | oe 41.80 62. 30 20. 50 
MiScellameOUSTGISUMICUs = sas: ses seein Cee ee sek ee eee 114. 40 Gos 0423 sess eee 


PO Wale MbeleCStUlC hse = Ae nr eee een ne coe ae eee oe 13. 30 92. 30 79. 00 





Hartford—1935 Study of Mayor’s Housing Committee: “An Eco- 
nomic Analysis of a Substandard Area in Hartford.” Area C [slum 
rea], for example, with 4.09 percent of the city population and ap- 
proximately 1 percent of the city area, requires 5.54 percent of the city 
xpenditures to maintain it. In turn, area C produces only 1.24 per- 
ent of the required city income. In other words, area C costs the city 
5465,696.70 and produces $104,243.75, being therefore only 22.4 percent 
self-supporting. This means that the balance cf $361,452.97 must be 
supplied or virtually subsidized by the rest of the city, imposing a 
oer capita burden of $2.28 on all those living outside the area * * * 
o carry the burden of maintaining this unhealthy section of the city. 


Middle Atlantic 


Philadelphia—1947 study, Bureau of Municipal Research: “Finan- 
‘ial Picture of an Improvable Area.” Facts in the study relate to an 
irea slated for redevelopment. The study consists of detailed cata- 


1 Compiled from reference files of National Association of Housing Officials, November 
9538, for Presidential Advisory Committee on Government Housing Policies and Programs. 
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loging of city and school district expenditures in the area and of all 
revenues therefrom. The figures totaled: Revenues, $160,980.09; ex- 
penditures, $271,394. 

[ewark—1946 study, Housing Authority of the City of Newark: 
“The Cost of Slums in Newark.” Table 5 in the study gives compara- 
tive figures for Lower Prospect area (slum) and Upper Prospect area 
(superior residential neighborhood). 








Lower Prospect Upper Prospect 


Total Per capita‘ Total Per capita 








Hevenue-> = 9G B! TRAE «BORE Od $167, 462 $40.41 | $141, 185 $201. 69 
NPM GTC a aoe cee see co ee ee in 533, 886 128. 82 65, 141 93.05 





Baltimore—1948 eS Citizens eins and Housing Associa- 
tion of Baltimore (exact title and date of study not in NAHO files— 
quotations come~from secondary source: November 15, 1948, news- 
letter of the United States Conference of Mayors). The blighted 
district, 914 percent of our city’s area, receives 40 percent of the city’s 
budget. * * * Property assessments in areas where blight exists 
decreased almost $10 million from 1988 to 1945. * * * A comparison 
of annual income and outgo of 5 sample slum areas covering 495 acres: 
Total annual service costs by city, $2,212,485; total annual income to 
city, $957,761; annual loss, $1,254,724. Estihated loss, $2,500 per 
acre per year. Estimated loss to city from all blighted areas, 
$14,300,000 per year. 


‘Southeast 


Jacksonville, Fla.—1941 article in The American City magazine | 
by James T. Daniels, former manager of the Jacksonville Chamber 
of Commerce. Slum areas do not pay their own way. In one slum 
area, called Hansontown, the net cost of municipal services exceed the 
net income from taxation by $40,000 per year. This is a net loss to 
the taxpayers as a whole. The article notes that in all Jacksonville 
slum areas, the annual per square mile cost of police and fire protec- 
tion alone averaged $113,500 against tax collections of $58,300 for the 
same area. Comparable figures for an average residential area are 
quoted at $16,200 for police and fire protection and a tax return of 
$131,200. 

North Ceniral 


Columbus, Ohio—1948 study by John C. Alston, issued from the 
office of Social Administration, State College, Wilberforce, Ohio: 
“Cost of a Slum Area.” Table IX of the study summarizes receipts 
and net costs for the city as a whole and for the Goodale area—a 
Slum area—for 1940. 


152 


APP. 2—SUBCOMMITTEE ON URBAN REDEVELOPMENT 





City Goodale area 
Potal ies ee, See oe nee eae 2 ae nS Ee. SS $5, 118, eo o $29, =o. be 
BOreRe Earls COMI sa cee ee Mee bie Se b : 
ROM RRO eto eee ee en oe nn oe ee ene Seek ee 4, 499, 894. 00 72, 286. 00 
BOTsCa Dilan Ot COS tee ee BS A et eS ee ee eS 14. 70 24. 93 





Detroit—1945 series of articles, The Detroit News, reprinted in 1946 
as booklet “What Detroit’s Slums Cost Its Taxpayers.” More than 
20 percent of the city’s residential and small business area has de- 
slined to the status of slums; 5 percent more already is blighted, with 
the blight steadily increasing in intensification * * * now, approxi- 
mately two-thirds of the real property of Detroit is not only paying 
its full share of city taxes but has to pay an additional amount to 
make up for the shrinkage in property values in the slums and 
blighted areas * * * It is estimated that, one way or another, De- 
rroit’s slum and blighted areas are costing approximately $30,000,000 
a year. In one generation—30 years—that amounts to $900,000,000. 
Thus, generation after generation, Detroit goes on actually paying 
in money an amount abundantly sufficient to wipe out and completely 
rehabilitate all slums and blighted areas but, nevertheless, gets noth- 
ing for it and still has the slums and blighted areas. 

St. Louis—1940 study, City Plan Commission. Exact date and title 
of study not in NAHO files. Following material is quoted from 
secondary source: July 1940 issue of “Missouri Municipal Review.” 
Results of study of slum district and higher value residence districts: 





Total Per capita 


Jost of government: 


Midtown residence GUSEriChwe 8 se Sane Se ee eee ee ee $293, 198 $31. 64 

Slam (ishric pas aioe tee ee AN Be BIEN ROI ES re as ae 384, 201 53. 10 
ncome in taxes: 

INILGL OWANt GUSELLCUAS 22 See eee cadet gh Ss ls 211 Ek ALI ee 399, 385 43.09 

SlamauG@istricizs. =a. ee A. vec 3. ee i BO 152, 980 21.14 


Cleveland—1934 study by the Rev. R. B. Navin, with counsel of 
Howard Whipple Green: “An Analysis of a Slum Area in Cleveland.” 
Table VIII of the study records total tax rate income from slum area 
1s $225,035; total expenses as $1,972,437. The study says: “In other 
words the city of Cleveland subsidized each man, woman, and child 
in this area to an amount of $51.10 in 1932 * * * In addition to the 
county, city, and board of education subsidy of $51.10 per capita the 
community fund and other unofficial organizations add at least $27.68 
per capita, making the cost of maintaining the area $88.90 per capita 
und the total loss the rather stupendous amount $78.78 per capital or 
$315 per family of four persons.” 
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Southwest 


Denver—1950 series of articles in the Denver Post. Denver’s | 


blighted area comprises less than 10 percent of the land in the city, 
about 6 percent of the population, and 6 percent of living units * * * 
It receives 40 percent of all general relief funds—nearly seven times 
its “share” on a population basis. It receives 34 percent of all aid to 
dependent children money—nearly six times its “share” on a popula- 
tion basis. It accounts for 32 percent of all police calls—more than 
three times its “share” on a population basis. It produces 30 percent 
of Denver General Hospital’s case load—five times its “share” on a 
population basis. It provides a third of the work load for the city 
sanitation department—five times its “share” on a living unit basis 
* * * Assessment records show clearly that blighted property pays 
less taxes than standard areas * * * Take a typical block in the sub- 
standard area. It contains 25 living units and 2 commercial develop- 
ments. The entire block pays the city $1,300 a year in taxes * * * 
Tt isn’t hard to see where the money comes from—and where it goes. 

Oklahoma City—1939 study, Committee on Housing and City Plan- 
ning, Oklahoma State Society of Architects. Results of a study of 
four blighted areas of approximately 200 city blocks produced follow- 
ing figures: Amount of city and school district funds expended in the 
areas, $275,100.01; tax assessment against these areas, $34,517.17; 
amount expended in excess of taxes—or net loss, $240,582.84. 


Pacific Coast 


Los Angeles—1947 study, Department of City Planning: “Condi- 
tions of Blight, Central Area, City of Los Angeles, 1947.” Blighted 
areas compared with nonblighted areas: what they pay in taxes, $4.25 
per capita, blighted area; $11.30 per capita, nonblighted area. What 
they cost you for fire—police, health, park services—blighted areas, 
$7.11 per capita; nonblighted area, $3.67 per capita. 

San Francisco—1947 study, San Francisco Planning and Housing 
Association : “Blight and Taxes.” Summary table on cost and income 
for slum area and good residential area provides following figures 
(years 1945-46 and 1946-47) : 


Slum Good area 


MOV OMB. “Teett 212 ee LE Pee LLL OME 2) DPE 


Expenditures $368, 020 $555, 583 


ee err eee aR See ee, ee eee 741, 315 86, 659 
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EXxuisit 5 
OFFICE MEMORANDUM—UNITED STATES GOVERNMENT 


Date: November 17, 1953. 
To: James W. Rouse, The President’s Advisory Committee on 
Housing. 
From: James W. Follin, Director, Division of Slum Clearance and 
Urban Redevelopment, HHFA, OA. 
Subject: Material Requested on Dwelling Occupancy Standards. 
Attention: Carl Feiss. 


In response to Mr. Feiss’ recent verbal request, there is transmitted 
to you herewith a statement titled “Analysis of Space Occupancy 
Standards for Dwellings as Provided in Regulations of Certain 
Localities and States,” prepared by Walter B. Lewis, under the super- 
vision of Harold A. Merrill of our Planning and Engineering Branch. 

Attachment. 

EF. W. Foti. 


ANALYSIS OF SPACE OCCUPANCY STANDARDS FOR 
DWELLINGS AS PROVIDED IN REGULATIONS OF CER- 
TAIN LOCALITIES AND STATES 


This study covers (1) all housing or occupancy regulations swb- 
mitted to date by local public agencies participating in the Federal 
slum clearance and urban redevelopment programs and, (2) all such 
regulations available in the HHFA-OA Library. This study does 
not cover the total number of such regulations adopted or proposed 
in the United States, nor even the total number of such regulations 
adopted or proposed in all localities participating in the slum clear- 
ance program. These regulations studied here, however, do represent 
a sample of the types of regulations relating to overcrowding adopted 
or under consideration by other localities or States. “Space occu- 
pancy standards” as used herein means those provisions designed to 
prevent overcrowding of sleeping rooms or dwelling units. 

Accompanying and a part of this analysis are: Extracts of space 
occupancy standards recommended by the American Public Health 
Association and those found in 27 local codes or ordinances now in 
sffect ; 8 city ordinances drafted, but not adopted; and 9 State laws or 
State regulations now in effect. 
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Generally these standards and similar ones set forth in the APHA 
Proposed Housing Code are not commensurable for the following 
reasons: First, local standards are in terms of floor space and air 
space, while APHA standards are in terms of floor space only. 
Second, local standards specify so much space per occupant, while 
APHA standards specify so much for the first occupant, plus so much 
for each additional occupant. This difference is accounted for by 
virtue of the fact that most local standards are based on studies of 
the early twenties relating to tenement house laws, which were set 
forth in these terms. The APHA standards represent a new approach 
to this problem and have only been available for use during the last 
two years. Their increasing acceptance is represented by the fact 
that of the eight proposed codes or regulations covered by this study, 
five employ some portion of the APHA standards. 

A floor space comparison is possible, however, by using the min1- 
mum requirements of both the local standards and APHA require- 
ments for two occupants, using floor space only. The most common 
local floor space requirement is 50 square feet per occupant. Taking 
two occupants, 100 square feet are to be compared with the 120 square 
feet requirement of APHA. 

An air space comparison is possible after an arithmetic computation, 
by using the minimum requirements for two occupants again. In 
order to convert the square foot quantity of the APHA standards to a 
similar cubic foot quantity as found in the majority of the local stand- 
ards, the required floor space must be multiphed by the minimum 
height requirement of the APHA standards (7 feet). Translated, 
this would mean that the APHA Proposed Housing Code requiring 
490 cubic feet for the first occupant and 840 cubic feet for two occu- 
pants may now be compared with 400 cubic feet for the first occupant 
and 800 cubic feet for two occupants as commonly prescribed by the 
local regulations. 

Of some importance is the fact that little consideration has been 
given in these regulations to special requirements for apartments and 
tenements. This does not necessarily mean, however, that local stand- 
ards do not apply also to these occupancies, since the term “dwelling 
or dwelling unit” is so defined as to include apartments and tene- 
ments in most of the regulations. 

Of greater significance is the fact that very little attention has been 
given in these regulations to minimum requirements per dwelling or 
dwelling unit. As pointed out by the APHA and reflected in APHA 
standards the real test of overcrowding is the amount of space in the 
whole dwelling unit available for all purposes and not just for sleep- 
Ing purposes alone. 
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ExTrAct oF OccuPpANCY SPACE REQUIREMENTS 


Occupancy provisions of the APHA “A Proposed Housing 
Ordinance” 1952 


No person shall occupy or let to another for occupancy any dwelling 
or dwelling unit, for the purpose of living therein, which does not 
comply with the following requirements: 

Every dwelling unit shall contain at least 150 square feet of floor 
space for the first occupant thereof and at least 100 additional square 
feet of floor space for every additional occupant thereof, the floor 
space to be calculated on the basis of total habitable room area. 

In every dwelling unit of two or more rooms, every 700m occupied 
for sleeping purposes by one occupant shall contain at least 70 square 
feet of floor space, and every room occupied for sleeping purposes by 
more than one occupant shall contain at least 50 square feet of floor 
space for each occupant thereof. | 

At least one-half of the floor area of every habitable room shall have 
a ceiling height of at least 7 feet; and the floor area of that part of 
any room where the ceiling height is less than 5 feet shall not be con- 
sidered as part of the floor area in computing the total floor area of 
the room for the purpose of determining the maximum permissible 
occupancy thereof. (Sec. 8.) 


Ciry ORDINANCES AND REGULATIONS IN EFFECT 


Alabama 


Birmingham.—No room in any apartment, tenement or rooming 
house shall be overcrowded. A room shall be deemed to be over- 
crowded, within the meaning of this section, when each person living 
or sleeping in such room shall not have an air space allowance of 
at least four hundred and fifty cubic feet. (Sec. 633, General City 
Code.) ! 

Montgomery.—No room in any dwelling, apartment, tenement or 
rooming house within the city or its police jurisdiction shall be over- 
crowded. A room shall be deemed to be overcrowded, within the 
meaning of this section, when each person living or sleeping in such 
room shall not have an air space allowance of at least four hundred 
and fifty cubic feet. (Sec. 16, ch. 18, Montgomery City Code.) 


Colorado 


Denver.—The term ROOM means any enclosed division of a dwell- 
ing unit containing over seventy square feet of floor space and com- 
monly used for living purposes, not including lobbies, halls, closets, 
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storage space, bathrooms, utility rooms and unfinished attics, cellars 
or basements. (Sec. 2 (d), Ordinance No. 27, 1944.) 

No dwelling unit shall be occupied by more than one family. (See. 
4, Ordinance No. 27, 1944.) 

Not more than two persons per room shall occupy any dwelling 
unit, except, for the purpose of this section, a child under six years 
of age shall not be counted as a person. (Sec. 5, Ordinance No. 27, 
1944.) | ) 

Delaware 


Wilmington.—No room shall be used for sleeping purposes unless 
there are at least four hundred (400) cubic feet of air space and 50 
square feet of floor space for each adult and at least two hundred (200) 
cubic feet of air space and 30 square feet of floor space for each child 
under the age of twelve years occupying such room. No room used for 
sleeping purposes shall have a floor area of less than 60 square feet. 
(Sec. 7, Rules and Regulations Governing the Hygiene of Housing, 
1950.) | 

District of Columbia 


Washington.—Space. At least 80 square feet of fioor space and 600 
cubic feet of air space in habitable area, and 40 cubic feet of storage 
space, shall be provided for the use of each occupant in each tenement. 

Where the 40 cubic feet of storage space is not available for each 
such occupant, 90 square feet of floor space and 675 cubic feet of air 
space in habitable area shall be provided for each occupant. The 
Director of Public Health is hereby authorized, if in his judgment it 
is necessary to secure compliance with this requirement, to cause to 
be affixed to or near the door of each ténement a placard stating the 
number of occupants allowed in each tenement under this regulation 
and shall, in any case where such placard has been affixed, notify the 
operator of the premises accordingly. It shall be unlawful for any 
tenant to overcrowd any tenement or for any operator to permit such 
overcrowding. Only habitable space under the exclusive control of 
the particular tenant shall be used in making calculations under this 
section : | 

Provided, That any child born to an occupant of any tenement shall 
not, during the first six months of its life, constitute, by reason of 
overcrowding, a violation of these regulations; and Provided fur- 
ther, That for one year from the effective date of these regulations and 
for tenancies in existence at the time of such effective date the Direc- 
tor of Public Health may permit a variation of 10% in square feet 
of floor space and cubic feet of air space when serious health hazards 
are not created thereby. Notwithstanding any of the above provi- 
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sions, no tenement house shall have an average of more than 114 occu- 
pants for each habitable room other than rooms used exclusively as 
kitchens and rooms used in common by the occupants of more than 
one tenement: Provided, However, in buildings used as tenement 
houses and for which license applications are filed as of the effective 
date of these regulations, the Director of Public Health may permit 
until November 1, 1958, an average of not more than 2 occupants for 
each habitable room other than rooms used exclusively as kitchens 
and rooms used in common by the occupants of more than one tene- 
ment, when serious health hazards are not created thereby. (Sec. 
2602, Tenements and Tenement Houses, 1952.) 


Indiana 


Indianapolis ——No person shall occupy or let to another for occu- 
ancy any dwelling or dwelling unit, for the purpose of living there- 
in, which does not comply with the follow requirements : 

Every dwelling unit shall contain at least one hundred (100) square 
feet of floor space for the first occupant thereof and at least fifty 
(50) additional square feet of floor space for every additional occu- 
pant thereof, the floor space to be calculated on the basis of total 
habitable room area. 

In every dwelling unit of two or more rooms, every room occupied 
for sleeping purposes by one occupant shall contain at least sixty 
(60) square feet of floor space, and every room occupied for sleep- 
ing purposes by more than one occupant shall contain at least forty 
(40) square feet of floor space for each occupant thereof over twelve 

(12) years of age and at least thirty (30) square feet for each occupant 
thereof under twelve (12) years of age. (Sec. 6-1007, General Ordi- 
nance No. 36, 1953.) 





Maine 


Portland.—lTf any habitable room or dwelling unit is overcrowded, 
the number of persons sleeping therein shall be reduced to eliminate 
the overcrowding. Overcrowding is determined by the following con- 
ditions: 

(a) No habitable room other than a kitchen or dining alcove, shall 
contain less than 65 square feet of floor area, nor shall the least hori- 
zontal dimension of such room be less than 7 feet. 

(b) The total area in all habitable rooms in a dwelling unit shall 
be such as to provide at least 65 square feet of floor area per person. 

(c) Every sleeping room or room used for sleeping purposes shall 
have at least 50 square feet of floor area per person. Children under 
1 year of age shall not be counted, and a child more than 1 year of age 
but under 10 years shall be deemed one-half person. 


159 


PRESIDENT’S ADVISORY COMMITTEE ON HOUSING 


In computing floor area for the purpose of this section, the space 
used for closets or other enclosed spaces and, in the case of rooms 
with sloping ceilings, portions of such rooms with less than 4 feet 
in height shall be excluded in computing the area. (Sec. 10, Ordi- 
nance Relating to Minimum Standards for Continued Occupancy, 
1951.) 

Maryland 


Baltimore.—No room shall be used for sleeping purposes unless 
there are at least four hundred (400) cubic feet of air space and 50 
square feet of floor space for each adult and at least two hundred (200) 
cubic feet of air space and 30 square feet of floor space for each child 
under the age of twelve years occupying such room. No room used for 
sleeping purposes shall have a floor area of less than 60 square feet. 
(Regulation 7, Rules and Regulations Governing the Hygiene of 
Housing, City Housing Code.) | 

The occupancy of any dwelling unit having more than one habitable 
room shall not exceed an average of one and one-half persons per 
habitable room. For the purpose of this regulation any child under 
one year of age shall not be counted and any child more than one year 
cld but under twelve years of age shall be deemed to be one-half 
person. (Regulation 8, Rules and Regulations Governing the Hygiene 
of Housing, City Housing Code.) : 


Michigan 


Detroit.—No bedroom or room used as a bedroom in any Class “B” 
multiple dwelling shall be so occupied as to provide less than five 
hundred (500) cubic feet of air space per occupant, exclusive of the 
cubic air space of bathrooms, toilet rooms and closets. No room, suite 
or group of rooms, comprising a family dweiling unit, in any single, 
two-family or Class “A” multiple dwelling shall be so occupied as to 
provide less than eight hundred (800) cubic feet of air space per oc- 
cupant exclusive of the cubic air space of bathrooms, toilet rooms and 
closets. No bedroom or room used as a bedroom in any single, two- 
family or Class “A” multiple dwelling shall be so occupied as to pro- 
vide less than three hundred (300) cubic feet of air space per occupant, 
exclusive of the cubic air space of bathrooms, toilet rooms and closets. 
(Sec. 2981, Official Building Code of the City of Detroit, 1936.) 


Minnesota 


Minneapolis—If any room in a dwelling is overcrowded, the com- 
mussioner of health may order the number of persons sleeping or living 
in the room to be so reduced that there shall be not less than 600 cubic 
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feet of air to each adult and 400 cubic feet of air to each child under 
12 years of age occupying such room. (Sec. 413 (460.61), City of Min- 
neapolis Housing Code, 1950.) 


Missourt 


Kansas City—The total area in all habitable rooms in a dwelling 
unit shall be such as to provide at least 65 square feet of floor area per 
person. (Sec. 63-5 (h), Second Committee Substitute for Ordinance 
No. 13836, 1951.) 

St. Louis —If any habitable room or dwelling unit is overcrowded, 
the number of persons sleeping therein shall be reduced to eliminate 
the overcrowding. Overcrowding is determined by the following 
conditions: 

(a) Every room used for sleeping purposes shall have at least forty 
square feet of floor area per person. 

(bo) The total area in all habitable rooms in a dwelling unit shall 
be such as to provide at least sixty-five square feet of floor area per 
person. 

(c) Every habitable room shall be not less than seven feet, six 
inches in height from the floor to the ceiling, throughout not less thah 
one-half of the area of such room. 

(d) No habitable room shall contain less than sixty-four square 
feet of floor area, nor shall the least horizontal dimension of such 
room be less than seven feet. In computing floor area only that area 
having a ceiling height of seven feet, six inches or more shall enter 
into the computation. (Sec. 12, Housing Code, 1948.) 


N ew Jersey 


Newark.—Not to permit any room in any dwelling to be used for 
sleeping purposes where the cubic capacity for each adult is less than 
four hundred cubic feet and for each child under twelve years of age 
is less than two hundred fifty cubic feet. (Sec. 15.525 (m), Health 
and Sanitation, 1951.) 

Trenton.—No person shall occupy or let to another for occupancy 
any dwelling or dwelling unit, for the purpose of living therein, 
which does not comply with the following requirements: Every dwell- 
ing shall contain at least 150 square feet of floor space for the first 
occupant thereof and at least 100 additional square feet of floor space 
for every additional occupant thereof, the floor space to be calculated 
on the basis of total habitable room area. In every dwelling unit of 

wo or more rooms, every room occupied for sleeping purposes by one 
occupant shall contain at least 70 square feet of floor space, and every 
oom occupied for sleeping purposes by more than one occupant shall 
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contain at least 50 square feet of floor space for each occupant thereof. 
(Sec. 7, Ordinance Relating to Minimum Standards Governing the 
Condition and Maintenance of Dwellings, 1952.) 


New York 


Rochester.—No owner, lessee, or keeper of any lodging-house, 
boarding-house, factory, work-room store, office, or place of business, 
shall cause or allow the same to be overcrowded, or cause or allow so 
great a number of persons to dwell, be, or sleep in any such house, or 
any portion thereof, as thereby to cause any danger-or detriment to 
life and health. Whenever it shall be certified by the bureau that any 
such place or room is so overcrowded that there shall be less than five 
hundred cubic feet of air to each occupant of such building or room, 
with a floor space one-tenth as great, the health officer may issue an 
order requiring the number of occupants of such building or room to 
be reduced, so that the inmates thereof shall not exceed one person to 
each five hundred cubie feet of air space, or to a floor space one-tenth 
as great in any such building or room; and hereafter no room used as 
a living or sleeping room shall be built without a window open to the 
outdoor air. (Ch. 57, sec. 57-4, Municipal Code, Vol. II, 1941.) 

No room shall be used for sleeping purposes unless there are at least 
400 cubic feet of air space and 50 square feet of floor space for each 
occupant over 12 years of age and at least 200 cubic feet of air space 
and 30 square feet of floor space for each child under the age of twelve 
years occupying such room. No room used for sleeping purposes shall 
be less than 60 square feet. (Ch. 57.1-7, Regulation 6, Municipal Code, 
Vol. II, 1941.) 

The occupancy of any dwelling unit Wiring more than one habitable 
room shall not exceed an average of one and one-half persons per 
habitable room. For the purpose of this regulation any child under 
one year of age shall not be counted and any child more than one year 
old but under 12 years of age shall be deemed to be one-half person. 
(Ch. 57.1-7, Regulation 7, Municipal Code, Vol. II, 1941.) 


Ohio 


Cincinnati—No room in any dwelling shall be so overcrowded as 
to afford less than 25 square feet of floor space for each child under 
twelve years of age and 50 square feet of floor space for each person 
over twelve years of age occupying such room for sleeping purposes. 
In computing the area of a room for this purpose, the space used for 
closets or other enclosed spaces shall not be considered part of the 
area. 
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No living apartment or dwelling of “H-1” or “H-8” occupancy shall 
| be so overcrowded as to afford less than 70 square feet of floor space 
(excluding closets, other enclosed places, public halls and bathrooms) 
| for each person occupying such apartment or dwelling. (Ch. VIII, 
sec. 2904-9, Housing Code.) 
| Cleveland.—No room used for sleeping purposes in any lodging 
house or industrial camp shall contain less than four hundred (400) 
| cubic feet of air space nor shall it contain less than fifty (50) square 
feet of floor area for each person occupying such room. (Ch. %, sec. 
3.0710 [423], The Charter and the Codified Ordinances of the City 
of Cleveland, 1951.) 

Toledo.—‘‘Room” shall mean any room commonly used for living 
purposes but shall not include any space in a dwelling used as a lobby, 
hallway, closet, bathroom, storage space, utility rooms, unfinished 
attics, cellars or any room having a floor space of less than 50 square 
feet. (Sec. I, Regulation to Establish a Standard of Housing in City 
of Toledo, 1945.) 

No part of the dwelling except a room as defined in Section I hereof 
shall be used for sleeping purposes. (Sec. IT (10).) 

The total of all habitable rooms in a dwelling unit shall be such as 
to provide at least 75 square feet of floor area per occupant under 
twelve years of age. (Sec. II (11).) 

No sleeping room shall be occupied by more than two adults and one 
child under eight years of age, by persons of the same sex, or by chil- 
dren under twelve years of age where space permits. (Sec. II (12), 
Regulation to Establish a Standard of Housing in City of Toledo, 
1945.) 
Oregon 


Portland.—If the Bureau of Buildings finds a dwelling to be over- 
crowded, it shall order a reduction in the number of persons occupying 
the same. 

A family unit shall be considered to be overcrowded if it contains 
more persons than 11% times the number of habitable rooms except for 
a one-room apartment, where the limit of persons shall be 2. 

A sleeping room shall be considered to be overcrowded if it contains 
less than 400 cubic feet of space for each person over 14 years of age, 
300 cubic feet of space for each person over 6 years of age but not over 
14 years of age, and 200 cubic feet of space for each person of 6 years 
of age and under. (Sec. 8-1404, Housing Code, 1950.) 


Pennsylvania 


Chester.—Sleeping rooms—No room shall be used for sleeping pur- 
poses unless there are at least four hundred (400) cubic feet of air 
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space and 50 square feet of floor space for each adult and at least two 
hundred (200) cubic feet of air space and 30 square feet of floor space 
for each child under the age of twelve years occupying such room. No 
room used for sleeping purposes shall have a floor area of less than 
60 square feet. (Reg. 8, Regulations Governing the Hygiene of Hous- 
ing, 1950.) 

Philadelphia.—No room in any dwelling-house, rooming-house, or 
tenement-house which is used for sleeping purposes, shall be occupied 
or permitted to be occupied at any time by more occupants than would 
permit for each occupant over twelve years of age at least four hundred 
cubic feet of air space, and for each occupant under twelve years of 
age at least two hundred cubic feet of air space. (Sec. 29, Philadelphia 
Housing Code, 1915.) 

South Carolina 


Greenville—Without excluding other ways and means of deter- 
mining that a dwelling is unfit for human habitation, the Building 
Commissioner may make such finding when one or more of the follow- 
ing conditions exists: 

. When room floor space in a dwelling unit is less than the following: 
First bedroom, 100 square feet, and other bedrooms, if any, 70 square 
feet each. 

When the number of persons above ten years of age residing in such 
dwelling unit is in excess of two times the number of rooms, exclusive 
of bathrooms and kitchens, except where kitchen is also used as an- 
other room, that is, as a bedroom for example, in which event same 
shall not be excluded. Occupants shall be responsible for exceeding 
the number herein fixed. This clause does not limit the number of 
dwelling units in one building. (Sec. 9, Sub-Standard Housing Ordi- 
nance, 1952.) 

Tennessee 


Memphis.—No owner, lessee, or keeper of any tenement house, lodg- 
ing-house, boarding house, or manufactory, shall cause or allow the 
same to be overcrowded, or cause or allow so great a number of per- 
sons to dwell, be, or sleep in any such house, or any portion thereof, 
as thereby to cause any danger or detriment to life or health. (Div. 
10, sec. 1279, The Memphis Digest, 1949.) 


Virginia 


Newport News.—(a) If any room in any dwelling is overcrowded, 
the health officer shall order the number of persons sleeping or living 
in such room to be so reduced that there shall be not less than fifty 
Square feet of floor area to each adult and twenty-five square feet of 
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floor area to each child under twelve years of age occupying such 
room. No such room shall be occupied by more than four persons. 
No dwelling having more than one room shall be occupied by more 
than an average of two persons per room. 

(b) No greater number of persons shall occupy for sleeping purposes 
any dwelling that will in the judgment of the health officer permit 
the proper segregation of the sexes over ten years of age in separate 
room. 

(c) The health officer may prohibit lodgers in any dwelling if the 
taking in of lodgers results in conditions that, in his opinion, are detri- 
mental to health. (Art. IV, sec. 20-33, The Charter and Code, 1950.) 

Norfolk.—It shall be the responsibility of occupant or tenant to see 
that no room in any dwelling unit shall be used for sleeping purposes 
unless there are at least 400 cubic feet of air space per person and 50 
square feet of floor space for each person 12 years of age or older, and 
at least 200 cubic feet of air space and 30 square feet of floor space 
for each child under 12 years of age. No room used for sleeping 
purposes shall have a floor area of less than 50 square feet. (Sec. 4 (b), 
The Norfolk Minimum Housing Standards Code, 1952.) 

No room in any rooming inane. lodging house, or hotel shall be 
occupied as a sleeping room unless there is at least four hundred (400) 
cubic feet of air space and 50 square feet of floor space for each adult, 
and at least 200 cubic feet of air space and 380 square feet of floor space 
for each child under the age of 12 years occupying such room for 
sleeping purposes. No room used for sleeping purposes shall have 
less than 50 square feet of floor space. (Sec. 8 (B), The Norfolk 
Minimum Housing Standards Code, 1951.) 

Richmond.—No owner shall knowingly lease and no occupant shall 

use a room for sleeping purposes unless there are at least four hundred 
(400) cubic feet of air space and fifty (50) square feet of floor space 
for each adult and at least two hundred (200) cubic feet of air space 
and thirty (30) square feet of floor space for each child under the age 
of 12 years occupying such room. No occupant shall use a room fot 
sleeping purposes which shall have a floor area of less than sixty (60) 
square feet. (Sec. 10, Housing Sanitation Ordinance, 1950.) 
_ Roanoke.—No owner shall knowingly lease and no occupant shall 
_use a room for sleeping purposes unless there are at least four hundred 
- (400) cubic feet of air space and fifty (50) square feet of floor space 
for each adult and at least two hundred (200) cubic feet of air space 
and thirty (80) square feet of floor space for each child under the 
age of 12 years occupying such room. No occupant shall use a room 
for sleeping purposes which shall have a floor area of less than sixty 
(60) square feet. (Sec. 10, Housing Sanitation Ordinance, 1951.) 
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Wisconsin 


Milwaukee.—The number of persons occupying any dwelling unit 
shall be less than the number which would result in overcrowding as 
determined by the following regulations: 

Every sleeping room shall have at least 50 square feet of floor area 
per occupant twelve years of age or over and at least 25 square feet 
of floor area per occupant under twelve years of age. 

The total of all habitable rooms in a dwelling unit shall be such as 
to provide at least 75 square feet of floor area per . occupant twelve 
years of age or over, and at least 40 square feet of floor area per 
occupant under aes years of age. 

No sleeping room shall be occupied by more than two adults except 
‘that one child under 8 years of age in addition to two adults may be 
permitted, and except that rooms occupied by persons of the same 
sex or by children under 12 years of age may be occupied by more than 
two persons where space permits. 

Every habitable room shall be not less than eight feet in height 
from the floor to the ceiling throughout not less than one-half of the 
area of such room. In computing floor area only that area having a 
ceiling height of eight feet or more shall enter into the computation. 
(Rule 5, Ordinance, Rules and Regulations Relating to Housing, 
1945.) 

Proposep Crry OrpINANCES OR Ba ait es 


Alabama 


Mobile—F or every sleeping room a minimum of 400 cubic feet of 
air space and 50 square feet of floor area for each adult and 200 cubic 
feet of air space and 30 square feet of floor area for each child under 
12. (Sec. 1, Minimum Housing Standards, Draft of August 1951.) 


Hawai 


Honolulu.—Overcrowding, after due notice by the Board of Health 
or its agent has been given for its abatement. Overcrowding is cal- 
culated by the cubic feet of space ina room. Each adult shall be pro- 
vided with 400 cubic feet and each child under 12 years of age 200 
cubic feet of air space. In calculating the volume of a room, any por- 
tion with a ceiling height of less than seven feet or any portion above 
a wall height of ten feet shall be disregarded. (Sec. 3.07, Honolulu 
Housing Code, Working Draft (Undated).) 


Massachusetts 


Cambridge.—In every dwelling unit of two or more rooms every 
‘room occupied for sleeping purposes shall contain at least 70 sq. ft. of 
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floor space for one occupant and for two or more occupants there shall 
be 50 sq. ft. of floor space for each occupant thereof. (Sec. 8, Housing 
Code, Preliminary Draft of 1952.) 


Minnesota 


St. Paul.—Every room used for living or sleeping shall contain not 
less than 600 cubic feet of air space for each person 12 years old or 
older occupying the room and 400 cubic feet of air space for each 
child under 12 years of age occupying the room. (Art. V, sec. 3, Pro- 
posed Housing Code, Draft of 1944.) : 


New York 


Binghamton.—No person shall occupy or let to another for occu- 
pancy any dwelling or dwelling unit, for the purpose of living therein, 
which does not comply with the following requirements: 

Every dwelling unit shall contain at least 150 square feet of floor 
space for the first occupant thereof and at least 100 additional square 
feet of floor space for every additional occupant thereof, the floor 
space to be calculated on the basis of total habitable room area. — 

In every dwelling unit of two or more rooms, every room occupied 
for sleeping purposes by one occupant shall contain at least 70 square 
feet of floor space, and every room occupied for sleeping purposes by 
more than one occupant shall contain at least 50 square feet of floor 
space of each occupant thereof. (Sec. 8, Proposed Housing Ordinance 
(Undated).) 


Pennsylvania 


Philadelphia—Every dwelling unit shall contain at least one hun- 
dred and fifty square feet of habitable floor area for the first occu- 
pant, at least one hundred square feet of additional habitable floor 
area for each of the next three occupants, and at least seventy-five 
square feet of additional habitable floor area for each additional oc- 
cupant. (Sec. 7, Proposed Housing Code, Draft of June 1953.) 

Rankin Borough—KEvery dwelling unit shall contain at least 150 
square feet of floor area for the first occupant thereof and at least 100 
additional square feet of floor area for every additional occupant, 
except that every building or structure occupied as a dwelling shall 
contain a total floor area of at least ____--_- * square feet. The floor 
area shall be calculated on the basis of total habitable room area. 
‘Every habitable room in a dwelling unit located in a multiple dwelling 
covered by the Acts of March 25, 1908, P. L. 54, sections 5 and 6, and 
March 30, 1908, P. L. 110, section 5, shall conform with the air space 
requirements of those laws. 


*To be determined later. 
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Every room occupied for sleeping purposes shall contain a total 
floor area adequate for the protection of the health of the occupants. 
The Director may prohibit the occupancy of any room for sleeping 
purposes when he determines that the total floor area of the room is 
inadequate. Any room occupied for sleeping purposes in a multiple 
dwelling covered by the Acts of March 25, 1903, P. L. 54, sections 5 
and 6, and March 30, 1903, P. L. 110, section 5, shall conform with 
the air space requirements of those laws. (Sec. 822, Proposed Bor- 
ough Housing Code (Undated).) | 


Rhode Island 


Providence.—Every dwelling unit shall contain at least 150 square 
feet of floor space for the first occupant thereof and at least 100 addi- 
tional square feet of floor space for every additional occupant thereof, 
the floor space to be calculated on the basis of total habitable room 
area. ; aes 

In every dwelling unit of two or more rooms, every room occupied 
for sleeping purposes by one occupant shall contain at least 70 square 
feet of floor space, and every room occupied for sleeping purposes by 
more than one person shall contain at least 50 square feet of floor space 
for each occupant thereof. . (Sec. 8, Minimum Standards Housing 
Ordinance, Draft of June 23, 1953.) 


Strate Laws AND REGULATIONS 


Galifornia. —In every apartment in an apartment house at least one 
room shall contain not less than 120 square feet of superficial floor 
area, and every other room shall contain not less than 90 square feet 
of superficial floor area. 

Each guest room in an hotel shall contain not less than 90 square — 
feet of superficial floor area. However, the superficial floor area in 
the room may be not less than 70 square feet if: 

The required aggregate window area in the room is not less than 16 
square feet; 

It is not occupied or designed for occupancy by more than one 
person. 

Each room in a dwelling designed, built, or intended for sleeping 
purposes shall contain not less than 80 square feet of superficial floor 
area. (Ch. 11, State Housing Act of California, 1951.) 

Codbectiout 0s a room ip a tenement, lodging or boarding house 
shall be overcrowded, the board of health may order the number of 
persons sleeping or living in such room to be so reduced that there shall 
not be less than five hundred cubic feet of air to each person over twelve 
_years of age, and three hundred cubic feet of air to each child under 
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twelve years of age, occupying such room. (Sec. 4053, Public Health 
Statutes of 1950.) 

Zowa.—lf any room in a dwelling is overcrowded the health officer 
may order the number of persons sleeping or living in said room to be 
so reduced that there shall be not less than four hundred cubic feet of 
air to each adult and two hundred cubic feet of air to each child 
under twelve years of age occupying such room. (Sec. 413.77, Housing 
Law of Iowa, 1946.) 

Massachusetts —The number of occupants of any dwelling unit 
shall be less than the number which would result in such overcrowding 
as to make the unit unfit and which might result in its being a cause of 
sickness or a nuisance. Violation of any of the following standards 
constitutes such overcrowding : 

Dwelling units consisting of more than one room shall have a total 
area, exclusive of passageways, storage space, and bathrooms, of at 
least ninety (90) square feet per occupant up to and including four 
persons and an additional sixty (60) square feet per additional occu- 
pant thereof. i 

In computing the total floor area, only that portion of an attic room 
shall be counted which has a clear height of at least five (5) feet under 
a pitched roof or seven (7) feet under a flat roof. No room shall be 
used for sleeping purposes unless it contains fifty (50) square feet of 
floor area for each user. 

A light-housekeeping dwelling unit or a rooming unit used for both 
living and sleeping purposes shall have not less than ninety (90) 
square feet of floor area per occupant unless a common living room of 
at least one hundred and eighty (180) square feet with fifteen, (15) 
square feet additional floor area for each such unit above the first ten, 
is provided in the building. Where a common room is so provided, a 
one-room light-housekeeping dwelling or rooming unit shall have not 
less than eighty (80) square feet of floor area, and shall have not less 
than sixty (60) square feet of floor area per accupant. (Laws Relat- 
ing to Public Health, 1948.) 

Michigan.—No pedheanan or room used as a bedroom in any class She 
multiple dwelling shall be so occupied as to provide less than 500 
cubic feet of air space per occupant, exclusive of the cubic air space 
of bathrooms, toilet rooms and closets. No room, suite, or group of 
rooms, comprising a family dwelling unit, in any single, 2 family or 
class iy ” multiple dwelling shall be so occupied as to provide less than 
800 ery feet of air space per occupant exclusive of the cubic air space 
of bathrooms, toilet rooms and closets. No bedroom or room used as 
a bedroom in any single, 2 family or class “a” multiple dwelling shall 
be so occupied as to provide less than 300 Stic feet of air space per 
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occupant, exclusive of the cubic air space of bathrooms, toilet rooms 
and closets. (Sec. 2571, Housing Law of Michigan, 1939.) 

Minnesota.—lf any room in a dwelling is overcrowded, the com- 
missioner of health may order the number of persons sleeping or liv- 
ing in the room to be so reduced that there shall be not less than 600 
cubic feet of air to each adult and 400 cubic feet of air to each child 
under 12 years of age occupying such room. _ 

The commissioner of health may prescribe conditions under which 
lodgers or boarders may be taken in dwellings and may prohibit the 
letting of lodgings therein. (Sec. 460.61, Minnesota Housing Act, 
1927.) | 3 

New Hampshire—KEvery room occupied for sleeping purposes by 
one person shall contain a minimum of 70 square feet of floor space, 
and every room occupied for sleeping purposes by more than one per- 
son shall contain a minimum of 50 square feet of floor space for each 
occupant thereof. Every room occupied for sleeping purposes shall 
have a clear ceiling height of at least seven feet six inches over eighty- 
five percent of the floor area, and that part of any sleeping room where 
the ceiling height is less than five feet shall not be considered as part 
of the floor area in computing the total floor area of the room for the 
purpose of determining the maximum occupancy. (Sec. C, Reg. 5-53, 
Sanitary Laws and Regulations, 1953.) | 

New Jersey—No room in any tenement house shall be so over- 
crowded that there shall be afforded less than four hundred cubic feet 
of air to each adult, and two hundred cubic feet of air to each child 
under twelve years of age, occupying such room. (Sec. 55:6-14, New 
Jersey Tenement House Act, 1937.) 

New York.—Every room in every multiple dwelling, whenever 
erected, shall have at least four hundred cubic feet of air for each per- 
son twelve years of age or older, and two hundred cubic feet of air for 
each child under twelve years of age, occupying such room. No room 
shall have sleeping accommodations for more persons than can be ac- 
commodated in conformity with this provision. (Sec. 31, New York 
State Multiple Dwelling Law, 1952.) 
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ExuHIstit 6 


MEMORANDUM 


Novemser 18, 1953. 
To: Mr. James W. Rouse, Chairman, Subcommittee on Urban Re- 
development, Redevelopment Rehabilitation and Conservation, 
_ President’s Advisory Committee on Housing. 
From: J. W. Follin, Director, Division of Slum Clearance and Urban 

Redevelopment, HHFA, OA. 

Subject: Information on Standards Pertaining to Planning, Codes 
and Rehabilitation. 
(Attention: Carl Feiss.) 

In response to Mr. Feiss’ verbal request to Messrs. Barnhart and 
Merrill of our Planning and Engineering Branch on November 5, 
there are transmitted herewith statements concerning the provisions 
of the Housing Act of 1949 and the 1954 Appropriation Act relative 
to codes and regulations, rehabilitation, and local planning, how the 
provisions are administered, delays in completing general plan and 
codes documentation, some accomplishments to date, and methods of 
establishing Federal and local objectives, and standards for assisting 
and integrating all elements of slum elimination and prevention 
programs. 

Attachment. \ 


LOCAL PLANNING, CODE ENFORCEMENT, AND RE- 
HABILITATION REQUIREMENTS AND ANALYSIS IN 
THE SLUM CLEARANCE AND URBAN REDEVELOP- 
MENT PROGRAM 


I. SUGGESTIONS AND RECOMMENDATIONS FOR IMPROVEMENTS 


A. Codes and Regulations—Code enforcement, rehabilitation, 
neighborhood conservation, slum clearance and redevelopment are all 
measures directed toward the common objectives of conserving and 
improving the housing supply of the Nation and making our cities 
better places in which to live. A sound general plan for the develop- 
ment of the locality as a whole and a vital continuing city planning 
program are essential to the coordination of planning and action 
necessary for attainment of those objectives. Some method must be 
found for impressing these facts upon the cities and for expanding the 
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facilities of private organizations of the Nation which are qualified 
and equipped to assist local governments in strengthening their 
planning administration and improving their codes and regulations 
relative to adequate standards of health, safety and occupancy of 
dwellings, as well as methods of code administration, inspection and 
enforcement. 

As soon as practicable the HHFA should adopt a policy of requir- 
ing, as a prerequisite of approval of any application for financial 
assistance under Title I, that the governing body of a locality certify 
and furnish supporting evidence with such certification that: 

1. The locality has undertaken a positive plan and program directed 
toward the ultimate objectives of elimination and prevention of slums 
and blighted areas in the community through all practicable measures. 

2. The locality is taking necessary steps to prevent deterioration 
of the neighborhood in which the redevelopment project is located 
and to promote rehabilitation in the neighborhood where necessary 
and feasible. | 

Such a program would of necessity be long-range in nature and 
would embrace the following elements: 

‘1. Adoption, improvement and modernization of local codes and 
regulations to encourage the reduction of housing costs and prevent 
the spread or recurrence of slums and blighted areas. . 

2. Formulation and execution of plans and programs for the con- 
servation and improvement of neighborhoods in accordance with the 
General Plan of the locality by: 

(a) Elimination and prevention of conditions of blight and of 
overcrowding in dwellings, and the rehahilitation or clearing of sub- 
standard properties, through vigorous and continuous enforcement 
of adequate local regulations and standards, and cooperation of prop- 
erty owners and investors; 

(b) N eeded public improvement of streets, utilities, facilities, and 
services in areas which are deteriorating or threatened with deteriora- 
tion; 

(c) Rezoning of areas improperly zoned and replatting of vacant 
land where necessary ; 

(d@) Clearance of slums and blighted areas by the removal or dem- 
olition of structures where a rehabilitation program is impracti- 
cable; and 

(€) Redevelopment of the cleared sites for appropriate private or 
public use; 

(7) Relocation in healthful, safe, and sanitary dwellings of fami- 
lies displaced by code enforcement efforts or by programs for rehabili- 
tation of dwellings, 
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B. Local and metropolitan planning.—The Housing Act of 1949 
is the first Federal legislation requiring a determination by the local 
governing body that a Federally aided housing project proposal must 
conform to the general plan of the locality. Experience with this 
provision of the act has demonstrated that the communities are quick 
to appreciate the importance of a general plan of the community as 
a guide for future development when they see that the Federal Gov- 
ernment takes the matter seriously enough to require the existence 
of such a plan as a guide to making its determination in granting 
financial assistance to the locality. It is also found that the localities 
are willing and able to undertake an adequately financed, positive 
planning program, when they are made aware of the advantages of 
such a program and the relatively low cost involved compared with | 
the amount of financial assistance they are requesting of the Federal 
Government and the total annual expenditures of the community for 
public improvements year in and year out. 

During the past three decades the number of Federal programs 
directly affecting the physical development of our urban communi- 
ties has steadily increased. With 2 or 3 notable exceptions there has 
been little if any conscious effort on the part of Federal agencies 
administering these programs to cope with the local problems created 
by the cumulative effect of the Federal programs upon the commu- 
nities, and very little concern as to whether the local developments 
undertaken with Federal financial assistance were in conformity with 
the general plan for the development of the community as a whole. 

There are several Federal programs which vitally affect community 
development and which to insure most efficient use of Federal funds, 
if for no other reason, should include as one of the basic requirements 
the existence of an up-to-date general plan of the community, and 
conformity of Federal or Federally aided projects with the general 
plan. The following are examples: HHFA—Slum Clearance and 
Urban Redevelopment, Federal Housing Administration, Public 
Housing Administration, Community Facilities and Special Opera- 
tions; Department of Commerce—Bureau of Public Roads, Civil 
Aeronautics Authority; Department of Health, Education and Wel- 
fare—Hospital Construction, School Construction, Stream Pollution 
Abatement Program; Department of Defense—Construction of bases 
and other installations and facilities affecting nearby urban areas; 
Veterans’ Administration—Construction of Hospitals, Veterans’ 
Housing Program; and the General Services Administration—Con- 
struction of Federal buildings by the Public Buildings Service. 

The accumulative effect of these programs upon the community is 
such as to place upon the Federal Government the responsibility for 
actively promoting and encouraging adequate and sustained local 
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planning to insure the coordination of the Federal or Federally aided 
projects with each other and with local plans for future development, 
as well as to insure the existence and use of a plan and a continuing 
planning agency as a focal point for consultation and advice in each 
community with respect to plans for future development of the 
community. 

The Federal Government would be justified in providing at least the 

financial assistance necessary to initiate, stimulate and encourage local 
and metropolitan planning in any community on some matching basis, 
through the State planning boards. It is of greater importance, how- 
ever, that the Federal Government adopt a firm policy in the matter 
with a positive approach and with concerted effort not only in requir- 
ing a unified, continuing local and metropolitan planning program 
as a requirement for Federal assistance but of helping the locality to 
see how they can afford to do the planning job with their own 
financing. In other words, this proposal involves the adoption of a 
firm policy and implementation of that policy with proper instruc- 
tions to all Federal field personnel having contact with local officials 
on the above types of programs, with persistent followup as to the 
adequacy of local results and some simple system of integrating the 
efforts of Federal agencies not only in Washington and field offices 
but of the several Federal officials working in a single community. 

HHEA is in a position to do more for the orderly and economical 
development of the urban communities of the country than any Fed- 
eral agency has done to date. Under its programs and authority, in- 
cluding the provisions set forth in the statement of Housing Policy in 
the Housing Act of 1949, the HHF‘A is given the opportunity if not 
the obligation to take lakes in promoting the adoption of this 
policy and in carrying it out. Quoting from the act: 

“The Housing and Home Finance Agency and its constituent 
agencies, and other departments or agencies of the Federal Govern- 
ment * * * shall exercise their powers, functions, and duties under 
this or any other law, consistently with the National Housing Policy 
declared by this act and in such manner as will facilitate sustained 
progress in attaining the national housing objective hereby estab- 
lished, and in such manner as will encourage and assist * * * (4) the 
development of well-planned, integrated, residential neighborhoods 
and development and redevelopment cf communities; * * *” 

This new coordinated planning approach to the solution of urban 
problems by the Federal Government would give new and concrete 
meaning to the National Housing Policy. No longer would the Fed- 
eral Government neglect its responsibility to encourage sound local 
planning and to recognize the integrity of sound local plans locally 
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prepared, a responsibility which is implied but not specifically required 
by so many Federal aid statutes. 


Il. Wuat true Laws Provive 


The Housing Act of 1949 provides that the policy to be followed 
in attaining the National Housing objectives established therein shall 
include provision for encouragement and assistance by the Federal 
Government to private enterprise and appropriate local public bodies 
in meeting the total urban and rural housing needs, through the pro- 
duction of housing of sound standards at lower costs, elimination of 
substandard and other inadequate housing through clearance of 
slums and blighted areas, provision of adequate housing for low- 
income families, development and redevelopment of communities, 
and development of well-planned integrated residential neighbor- 
hoods. 

Under section 101 (a) of the Housing Act of 1949, as amended, the 
Administrator is required to “give consideration to the extent to which 
appropriate local public bodies have undertaken positive programs 
* * * for preventing the spread or recurrence, in such community, 
of slums and blighted areas through the adoption, improvement, and 
modernization of local codes and regulations relating to land use and 
adequate standards of health, sanitation, and safety for dwelling 
accommodations.” 

Section 101 (b) of the Housing Act of 1949 provides that the 
Administrator, in extending financial assistance under Title I, shall, 
“Encourage the operations of such local public agencies as are estab- 
lished on a State, or regional (within a State), or unified metropolitan 
basis, or as are established on such other basis as permits such agencies 
to contribute effectively toward the solution of community develop- 
ment or redevelopment problems on a State, or regional ies a 
State), or unified metropolitan basis.” 

Section 105 (a) of the Housing Act of 1949 provides that contracts 
for financial aid shall require that “the redevelopment plan conforms 
to a General Plan for the Development of the locality as a whole.” 
While the term “General Plan” is not defined in Title I, the legis- 
lative history of, and provisions in Title I indicate that on or before 
‘the date of approval of a redevelopment plan by the governing body 
of the locality such a general plan must be in existence and that the 
general plan must encompass overall planning for the locality as a 
whole prescribing local objectives as to land uses and improvement 
of traffic, public transportation, public utilities, recreational and com- 
munity facilities and other public improvements. 
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The First Independent Offices Appropriation Act, 1954, contains 
the following pertinent provisos: 

That before approving any local slum Heenan program * * * the Admin- 
istrator shall give consideration to the efforts of the locality to enforce local 
codes and regulations relating to adequate standards of health, sanitation and 
safety for dwellings and 

To the feasibility of achieving slum- clearance objectives through rehabilita- 
tion of existing dwellings and areas. 

That the authority under Title I of the National ipodeute: Act shall be used 
to the utmost in connection with slum rehabilitation needs. 


III. How rue Leaat Provisions Arr ADMINISTERED 


These legal provisions are administered by DSCUR through its 
review and approval or disapproval of applications for Federal finan- 
cial assistance submitted by properly authorized local public agencies 
participating in the program, under Title I of the Housing Act of 
1949. In support of their applications the local public agencies are 
required to submit documentary evidence as to (a) the adoption, im- 
provement, modernization, and enforcement of codes, regulations, and 
Jaws relating to land use and adequate standards of health, safety, 
sanitation, and occupancy of dwelling accommodations; (6) the feas- 
ibility of achieving slum clearance objectives in the area covered by 
the application through the rehabilitation of existing dwellings and 
the area; and (c) status and use of the general plan of the locality as 
a whole. 

A. Codes and regulations—The evidence required with respect to 
regulatory measures includes: (a) copy of each pertinent regulatory 
measure currently in force, such as zoning, land subdivision, building, 
housing, etc.; (0) a signed statement from the mayor (or city man- 
ager) of the locality outlining the positive programs in force in such 
community for the enforcement of local codes and regulations relating 
to adequate standards of health, sanitation and safety for dwellings 
including particularly occupancy standards. This statement is re- 
quired to describe the authority, methods, machinery, personnel, and 
funds utilized in such programs including : 

(a) A brief description of the present organization for the adminis- 
tration and enforcement of such local codes and regulations, the 
personnel or staff therefor, the funds provided and the methods or 
practices pursued in enforcement. Details are requested respecting 
the number of cases which, during the last year (calendar or fiscal) 
have been cited as being in violation of such codes and regulations 
and respecting the disposition of such cases. 

(6) A brief description of the community’s future program, if 
any, for the adoption, improvement, and modification of such codes — 
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and regulations and for the implementation or expansion of the 
community’s enforcement efforts. 

(c) The steps taken and to be taken to effect the proper relocation 
of any families that may be displaced by such enforcement efforts, 
particularly through the elimination of overcrowding and insanitary, 
unhealthful, and unsafe conditions of occupancy. 

(dz) Conclusions with respect to the sufficiency and effectiveness of 
present enforcement efforts and also of any positive programs for 
the future. 

B. Feasibility of rehabilitation—The evidence required with re- 
spect to feasibility of rehabilitation of dwellings and areas is a resolu- 
tion adopted or a statement approved by the LPA’s governing board 
reciting findings and conclusions as to the feasibility of achieving 
slum clearance objectives in the project area covered by an application 
through the rehabilitation of existing dwellings and the area. Appli- 
cants are advised that such resolution or statement should deal gener- 
ally with structural condition of the property and the practicability 
of rehabilitation at a reasonable cost; should recite what local determ1- 
nations, findings, and recommendations have been made respecting 
the necessity for clearing the area for redevelopment and the suit- 
ability for rehabilitation of the dwellings or area; should be accom- 
panied by any pertinent evidence and data. 

If it is concluded that rehabilitation, even if otherwise practicable, 
is not feasible because the elimination of residential uses in the project 
area constitutes the community’s principal slum clearance objective, 
the supporting data must show that the demolition or clearance of 
the dwellings is essential for the achievement of such objective and 
that the continuance of existing residential uses is fraught with danger 
to the well-being of the community. : 

C. Administrative policies relating to code enforcement and re- 
habilitation.—It is the policy of the HHFA that with respect to.codes 
and their enforcement the LPA must submit: (1) with the survey 
and planning application, the mayor’s statement showing that enforce- 
ment is or will be satisfactory and (2) with preliminary project 
report, evidence of actual accomplishments. Loan and grant con- 
tracts will require continuance of effective enforcement efforts. 

If the existing positive program of code enforcement in a commu- 
nity is inadequate or ineffectual and if it further appears that there is 
little likelihood that the status of the enforcement program can be 
raised to a satisfactory level by any proposed positive programs, the 
application for Title I assistance will be rejected until the enforce- 
ment situation has been placed on a satisfactory basis. 

If the enforcement situation is satisfactory or there seems to be 
definite indication that the enforcement situation can and will be im- 
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proved through proposed positive programs of enforcement, then the 
application will be cleared so far as code enforcement is concerned. 
However, evidence of actual accomplishments in the enforcement of 
codes and regulations relating to health, sanitation and safety will be 
required as a condition to making funds available for final planning 
activities. 

Specific requirements will be included in loan and capital grant or 
capital grant only contracts, such as (a) continuance of effective code 
enforcement activities throughout the community; (b) concentrated 
enforcement activities in the project area, especially the elimination 
of overoccupancy and the closing up of unsanitary and unsafe struc- 
tures in advance of land acquisition and as a means of reducing the 
cost thereof, appropriately implemented with a relocation program 
meeting our established policies; and (¢) concentrated enforcement 
activities, including rehabilitation and repairs in the area surround- 
ing and immediately adjacent to the project area as a means of 
preventing slum conditions from spreading or creeping into the 
redeveloped area. 

It is also the policy of the HHI A that for approval of a project 
application the LPA must show that the objectives of Title I cannot 
be achieved by rehabilitation and if conclusive evidence is not already 
available, preliminary planning funds may be advanced to gather it. 
Final planning may be approved only for areas or parts of areas 
where rehabilitation is not feasible without Title I aid. 

If it be determined that the slum clearance objectives can be accom- 
plished by rehabilitation, then Title I funds would be denied. 

With respect to applications for advances for preliminary plans and 
surveys, satisfactory evidence or authoritative opinions as to the feasi- 
bility of rehabilitation frequently may not be available at the stage of 
the filing of such application. Evidence as to the feasibility of rehabil- 
itation in a project area usually cannot be procured without expen- 
sive and time-consuming surveys and studies which the locality may 
be unable to undertake without financial assistance. Accordingly, in 
view of the emphasis placed upon rehabilitation in the congressional 
enactment, an advance of funds in the preliminary survey and plan- 
ning stage to a local public agency for the purpose of ascertaining the 
feasibility of rehabilitation may be justified. If upon the completion 
of such study it appears that rehabilitation is feasible, then the proj- 
ect would be forthwith terminated as a redevelopment project. On 
the other hand, if the slum clearance objectives can be attained only 
through clearance operations, then the project would be carried into 
the final advance stage of planning, provided other requirements have 

been met. 
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It is anticipated that many projects may involve both clearance 
and rehabilitation. In such cases it would be required that the clear- 
ance operations be confined solely to such structures and areas the 
rehabilitation of which is not feasible in the light of the slum clear- 
ance objectives of the community. Joint clearance and rehabilitation 
undertakings involving rehabilitation to the fullest extent feasible 
will carry out the congressional intent and may materially reduce 
costs and the amount of Federal participation. 

D,. Financial aid through FHA—As mentioned above the First 
Independent Offices Appropriation Act, 1954 also contains the proviso, 
“That, the authority under Title I of the National Housing Act shall 
be used to the utmost in connection with slum rehabilitation needs.” 
Title I of the National Housing Act pertains to renovation and 
modernization loans administered by the FHA. The feasibility of 
achieving slum clearance objectives through rehabilitation is depend- 
ent, in part, upon the availability of funds for renovation and modern- 
ization of structures and, therefore, FHA’s review of its Title I 
program to determine its proper role in connection with the rehabili- 
tation program is desirable. 

EL. General plan of the locality —Section 105 (a) of Title I provides 
that contracts for financial aid shall require that the approval of the 
redevelopment plan for a project area by the local governing body 
shall include findings that “the redevelopment plan conforms to a 
general plan for the development of the locality as a whole.” Section 
110 (b), in defining a redevelopment plan for a project, states that such 
plan, among other requirements, shall be sufficiently complete “to 
indicate its relationship to definite local objectives as to appropriate 
Jand-uses and improved traffic, public transportation, public atilities, 
recreational and community facilities, and other public improve- 
ments.” It is required, therefore, that there shall be such a general 
plan which covers these local objectives and which is recognized and 
used by the local governing body; and that it shall be in existence at 
the time the local public agency submits the redevelopment plan for 
a project area to the local governing body for its approval. 

The provisions of the act make it clear that slum clearance and 
urban redevelopment projects assisted under Title I must be based on 
sound community planning. The objectives of Title I can be assured 
and projects for which Federal funds are made available will be ade- 
quately protected from blight only when the community in which a 
project is located has a general plan and a positive and continuing 
planning program which serves to guide the development of the 
locality and its component parts. Thus the Administrator has the 
responsibility of assuring that such projects are carried out within the 
framework of adequate community planning. 
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The broad objective of a general plan is to guide the future develop- 
ment and growth of a community in such a manner as to make it a 
better place in which to live and work. <A well-coordinated general 
plan will provide a framework for healthy development of the com- 
munity and prevent the development and recurrence of slum and 
blighted conditions. The community’s planning program must in- 
clude the preparation and use of a general plan for the locality as a 
whole, against which any proposed development or redevelopment 
project can be viewed. Furthermore, in view of the-present defense 
emergency, it is imperative that the impact of national defense and 
local civil defense needs and requirements on community planning be 
taken into account. 

Before the local public agency seeks approval of the redevelopment 
plan for a project by the local governing body, there must be in 
existence a general plan for the development of the locality as a 
whole which meets certain requirements of the DSCUR and it must 
be submitted with the redevelopment plan for review by the Division. 
While these requirements cannot be set forth in the form of a detailed 
specification for a general plan that would be applicable to every com- 
munity, because communities’ needs, size, complexity, and problems 
vary, nevertheless the Division must be assured that certain minimum 
objectives have been met: (1) There must be a general plan which 
contains the three major parts and certain elements as described in 
section 4, of the Local Public Agency Manual covering the physical 
layout of the locality, programs for the development and redevelop- 
ment of the locality, and regulatory controls; (2) the planning pro- 
gram must provide for a continuity of planning in line with sound 
community planning principles and objectives; and (3) the general 
plan must provide assurance that any project assisted under Title I 
will be adequately protected from blight. 

The general plan documentation submitted by the LPA includes 
the following: 

(a) The general plan, including information with respect to the 
adoption of the plan or any of its parts or elements by the local 
planning commission or by the local governing body, as may be pro- 
vided in local or State enabling legislation. 

(6) A statement describing the organization and functions of the 
local planning agency, including size of staff and budget. 

(c) A summary of the work program of the local planning agency, 
including the work scheduled to be undertaken, as well as work 
underway. 

(d) Evidence of the use of the general plan, describing the prac- 
tices followed by public or private agencies in relating their work 


180 





APP. 2—SUBCOMMITTEE ON URBAN REDEVELOPMENT 


to the general plan, and in the review of development, public or 
private, by the local planning agency. 

(e) A statement describing the overall slum clearance and rede- 
velopment program of the community. 

At the time the local public agency submits to the Division its first 
application for financial assistance, there is required to be submitted, 
as a minimum toward meeting the foregoing requirements, a report on 
the status of the general plan. ‘The report includes a statement as to 
whether there is a general plan for the development of the locality as 
a whole, description of the use being made of the general plan, and the 
status of any State, regional or metropolitan area planning and de- 
velopment agencies or activities. On Form H-682 is reported the 
status of the major elements of the general plan which have been or 
are being prepared or revised and whether submitted to the Division. 
Submission of a copy of each available element is also required. 

If a general plan does not exist, or if any of the major plan elements 
do not exist, at the time the LPA submits its initial application for 
financial assistance, satisfactory assurance must be furnished that the 
requirements of Title I with respect to the general plan will be met. 
This assurance may take the form of a statement of the steps which 
the community has taken and proposes to take in order to meet the 
general plan objectives of the program, a copy of the work program 
and time schedule adopted by the local planning agency for the com- 
pletion of the major elements of the general plan, and a statement as 
to funds, staff and other resources available or to be made available for 
carrying out the program to meet the general plan requirements of 
the Title I program. 

Once the documentation has been submitted by the LPA, it is neces- 
sary to submit supplementary information only to reeset additions 
and changes. If the LPA has not previously complied with the 
general plan requirements, it must submit the general plan before 
it seeks approval of the redevelopment plan by the local governing 
body. 

The development of a general plan and the conduct of a community- 
wide planning program are not the responsibility of the local public 
agency (except where the agency is a municipality or has been given 
the authority to undertake such planning), and are not activities that 
may be financed with advances of funds or loans under TitleI. Never- 
theless, it is necessary that the local public agency understand the 
problems and work involved in community planning so that it may be 
able to carry out its work more effectively in its general day-to-day 
operations as well as in the specific tasks of obtaining and presenting 
information required in support of its requests for financial aid. 
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F. Review of documentation submitted.—In considering the local- 
ity’s accomplishments toward the objectives of section 101 (a) of Title 
I and of the above-mentioned provisions of the 1954 Appropriation 
Act, Division staff reviews the regulations and other documentation 
submitted by the LPA and summary reports of findings are prepared © 
for consideration by the staff, the Director and the, Administrator. 
These review reports not only provide a record of the extent to which 
a locality has adopted those regulations considered essential for con- 
trol of local development and building construction and maintenance, 
and the adequacy and age of the regulations currently in effect, but 
they point out serious deficiencies in the regulations which if not cor- 
rected may affect the approval of a loan and grant contract or may 
necessitate special provisions in such a contract and in LPA contracts 
with redevelopers. The reports also summarize the information sub- 
mitted describing existing code enforcement agencies, present en- 
forcement efforts and future plans for improvement of codes and en- 
forcement efforts and provide a record of progress made in such 
improvement during the survey and planning stage. In addition the 
reports summarize the findings and conclusions of the LPA as to the 
feasibility of achieving slum clearance objectives in the area covered 
by an application, through the rehabilitation of existing dwellings and 
the area. 

Documentation with respect to the general plan of the locality sub- 
mitted by the LPA is reviewed by Division staff and summary reports 
of findings and conclusions are prepared for consideration by the 
staff, the Director and the Administrator in passing on project appli- 
cations and determining the conformity of the redevelopment plan 
with the general plan. The review by the division of a general plan 
at any particular stage in the local slum clearance and urban re- 
development program will take into account the kind of local plan- 
ning program which exists in the community, the organization of 
local planning activities, the character and scope of these activities, 
the extent to which the general plan has been developed in its various 
elements, the extent to which it is systematically being expanded and 
revised to meet the changing needs and problems of the community, 
and the extent to which the plan is being used as a guide for the 
development of the locality as a whole. 


IV. Reasons ror Dretays IN Compietine Coprs anp GENERAL PLAN 
DocUMENTATION 


Delays in Division approval of project applications, due to require- 
‘ments respecting codes and their enforcement, have occurred in con- 
nection with (a) an occasional application where final approval was 
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withheld until the locality had submitted the necessary information 
to satisfy the requirements of Section 101 (a) of the act and (6) those 
applications of all types which were pending on July 1, 1953, the 
final approval of which was withheld until submission by the locali- 
ties of additional information to enable the Administrator to comply 
with the mandate of Congress in the First Independent Offices A ppro- 
priation Act, 1954 referred to above. In both types of cases, the defi- 
ciencies have been brought to the attention of the local public agency 
promptly and the processing of the application has been completed 
as rapidly as possible after receipt of the necessary information. Such 
delays in connection with new applications are precluded by the more 
stringent requirements imposed by revisions of the LPA Manual dur- 
ing the past year and by the provisions in the 1954 Appropriation act. 
- Delays in Division approval of project applications have also oc- 
curred when such applications have not been supported by required 
documentation with respect to the general plan because it was incom- 
plete or not available. These delays have resulted primarily from 
failure of the LPA to appreciate the importance of early consultation 
with the local planning agency to acquaint it with the require- 
ments, or to consult with the city administration concerning creation 
of a planning agency where none existed, or delay by the city in 
appropriating the funds necessary to enable the planning agency to 
prepare or revise the general plan for the locality. While much has 
been done to further reduce these delays by revisions which have 
been made in requirements and procedures as set forth in the Local 
Public Agency Manual, there will continue to be occasional delays for 
the above-mentioned reasons, especially in those municipalities where 
a vital continuing planning operation has not been established with 
adequate budget, staff and technical guidance and vigorous official 
and public support. 


V. Some ACCOMPLISHMENTS TO DaTE 


Nearly all the cities in both the planning and development stage 
have adopted zoning, land subdivision, and building regulations 
although a considerable number need complete revision. ‘There is a 
noticeable trend toward the adoption of one of the four nationally 
recognized standard building codes and the National Plumbing Code 
by reference. One of the principal advantages of such codes is that 
they are kept up to date by the code-writing groups. Relatively few 
cities have adopted housing regulations as such, establishing standards 
of health, sanitation, safety and occupancy of dwellings, but a number 
of cities have them under consideration. Several of the localities 
which have not adopted subdivision regulations have them under con- 
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sideration, although a few such cities in which little vacant land re- 
mains for development question the necessity to adopt any. How- 
ever, this is not considered a sound position because of the importance 
of subdivision regulations in any system of standards for maintain- 
ing proper uses of land and adequate housing conditions. Further, 
such a position is unsound for such of those cities as adjoin unde- 
veloped, unincorporated areas over which the city is authorized by 
law to exercise subdivision control. | , , 

We have indications that a number of cities are taking steps to 
improve one or more of their codes and regulations or to adopt: new 
codes which are directly traceable to the DSCUR program. 

Many of the letters submitted by mayors and city managers indi- 
cate the inadequacy of the present code administration and enforce- 
ment agencies to cope with the job of bringing substandard dwellings 
up to adequate standards of health, safety, sanitation, and occupancy. 
The reasons include lack of established standards, sufficient personnel, 
necessary funds, proper organization, modern methods of integrated 
inspection, reporting and administration and public support. A num- 
ber of the letters indicate that steps are being taken or will be taken 
to improve enforcement efforts. It is also apparent that very few of 
the cities are giving serious attention to the proper relocation of 
families displaced by code enforcement efforts or a large-scale program 
of rehabilitation of dwellings. Relatively few of the letters indicate 
that positive steps are being taken to improve enforcement efforts. 

As a result of the general plan requirements under the Title I 
program, it is generally conceded that the amount and quality of 
city and metropolitan planning are rapidly improving. The pro- 
gram has served as a much needed impetus to cities to reactivate or 
expand their planning program by bringing to date their general land 
use, circulation, public utilities and community facilities plans, de- 
veloping long-range public improvement programs and overall urban 
redevelopment programs, and revising their zoning, land subdivision 
housing and related regulations or adopting new regulations. There 
are a number of instances in which the Title I program has been 
directly responsible for the locality inaugurating a planning program 
for the first time in connection with which staff of the DSCUR 
has given valuable advisory assistance in many cases. 
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Exnuiptir 7 


INCOME, MEASURED BY ELIGIBILITY FOR LOW-RENT PUBLIC 
HOUSING, OF FAMILIES IN TITLE I PROJECT AREAS 


NoveMper 4, 1953. 
James W. Rouse, | 
Chairman, Subcommittee on Urban Redevelopment, Rehabilita- 
tion, and Conservation of the President’s Advisory Committee 
on Housing Policies and Programs. | 


J. W. Fottin, 
Director, Division of Slum Clearance and Urban Redevelopment: 


At your request, I present data on the incomes, measured by eligi- 
bility for low-rent public housing, of families in local slum clearance 
project areas approved for final planning or development as of Sep- 
tember 380, 1953. 

These data are based almost wholly upon estimates submitted by 
local public agencies in preliminary reports of project area delinea- 
tion, in conformance with DSCUR program requirements. Generally, 
a family-by-family survey is not undertaken in a project area until 
shortly before the local public agency is ready to commence the re- 
location operation. Only a comparative small number of family-by- 
family surveys has been undertaken to date. 
ey Mate eligibility of families for admission to low-rent public housing 
projects is determined by the local public agency on the basis of the 
requirements prevailing locally. Early in 1952 local housing au- 
thorities were authorized to admit families displaced from title I 
project areas at income limits ranging up to those governing continued 
occupancy rather than the lower limits governing general admissions. 

The data summarized herein do not necessarily reflect either the 
adequacy of existing local low-rent public housing projects, or the 
need for additional low-rent units, to accommodate the eligible fami- 
lies to be displaced. As stated, the data merely summarize the general 
patterns of incomes estimated to prevail among the families in the 
project areas when they were delineated. Assessment of the actual 
or projected role of low-rent public housing in facilitating or making 
possible the relocation in decent, safe, and sanitary dwellings within 
their economic means of families to be displaced involves considera- 
tion of such factors, among others, as: (@) Turnover rates in the 
existing supply, including rate differentials between units allocated 
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for white and nonwhite families and (6) the relationship between the 
scheduling of title I relocation and the scheduled availability of low- 
rent units under construction or to be constructed. 

For the projects for which data are available, the following tables 
summarize family incomes, measured by eligibility for low-rent pub- 
lic housing, on an overall basis and separately for white and non- 
white families in projects in continental United States. The data 
applicable to Hawaii and Puerto Rico are summarized separately 
because of the economic and social differences that exist between these 
Territories and the continent. 


HOUSING AND HOME FINANCE AGENCY, OFFICE OF THE ADMINISTRATOR, DIVISION OF 
SLUM CLEARANCE AND URBAN REDEVELOPMENT—TITLE I, Housine AcT oF 1949 


Income of families in local slum clearance project areas, continental United 
States: 99 of 112 projects approved for final planning or development as of 
Sept. 30, 1953 . i 





| Number of families 

















Percent of families eligible for low-rent public housing teas Eligible for 
Total jlow-rent pub- 
lic housing 

ACRAIL families, totale cs 22222. 5... - see ce cose a Pp 199 55, 030 28, 501 
Oppencen t= =... sae See en ee eee oo es 2 oe : 1 : 23 0 
IetO AO menceint se ce eee Ce ee 2 ee es ee se a ee Pe os 24 15, 126 4, 657 
BL stOLOOSDORCOM atts: 2 ee en ae ee a 23 18, 212 8, 472 
BIECOAGORDGrCON tae tree fy tease lec Dreier owe cee) vy ee se meee et vd 3 14 4,151 2, 298 
Gl tO ODerCeibe.ssecscc a7 25 sete eos Seo ee ee ee eee ss 13 4,055 2, 700 
MELO SOS DORCOML es O80 S45... se aes ya Soe ee Be es ee = ee es 15 11, 660 8, 793 
SILO OUT PORCOM Ge be os tet e fo eS aoe es ee ee 8 1, 723 1, 501 
91 to 99 percent___-____-_-__- ois Si ce. daa ea aes BP EPS 0 0 0 
OMS DOT COM Gen cee en ooo oo Soe eae eee ee ee eS 1 80 80 
Ban wmemite (amillies, total... -.<5 23. one oe Meee ea ae eee Se ae 93 19, 468 8, 641 
OSERCEIG aos esa lae ss ee oe = ais eS ee ee 8 157 0 
ites 40 Wer Cottey tee ste se Gk es 5. ps er Pe on ee SS 31 6, 630 1, 827 
ATEBOV OU CLCONU Go von. 92s soe ek oe eso ee eee eee 23 8, 226 3, 757 
HMO GO percenteyels _ seuy seca. AN ee a ee ee 8 1, 104 609 
Giate ,O%percent 22.3. secon oer ate Se oa ae ee ee ee ee 7p 1, 402 874 
Wel UOKSUMCHGOM te ces Sek Eee Eye di ee EE eo 9 1, 194 884 
SIRtGMDUNDORCOMG ss 2 ota he toe a or Se eee ne 3 131 110 
Oitmee Perceny. nv osvertye Ge ik. vet eee ccc k a downs seesoas bates i 465 421 
VICG0) YG: CEE ee ga Genesee Reaicaieseeta seal eerie Wie linvate sn She rls Eco ih 3 159 159 
GC, INGmmmTOAGtINES, TOUR). 52.0 ook oe Se eee eee ee ee ee 87 35, 562 19, 860 
ORD Oke bates eee cee en. 2 ee oa, eee ae Soe eo pve! 3 14 0 

iP tere percemts easat=. Sek ees Se eee - 2 til Rees betas ee nM 14 7, 552 2; 235 
ANEDOssUsDOLCOR Ueeemennne Men. ooo oe ee eo oelnah coneaesee cab 17 10, 144 4, 748 
Gletors0 percent esers east se eet ed ed beep eels hse 13 3, 875 2,191 
Ol COMED DOLCORU. cunts Oe ce oe noe sso owe oenn ewe eubcbeee- pases 10 2, 637 1,775 
WARUORSODDENCON Gr cerns Peek hs nee era ey kee Moe ee SE te ele 17 9, 067 6, 928 
SL CO ME DOL COM Ue tutor Bonde «teeters anik Sea Ou sus ese synew asec sees 6 1, 644 1, 406 
Ole torso Dercelllins tee eowese Sess st eee che a Nk te 3 606 554 
RR MOCIEG et amen we seer a Neo eee Sex esos Socwaesn sae 4 23 23 





1 Exclusive of 13 projects as follows: 11 projects reporting 2,073 total families; further data on income not 
ave una open project reporting no families on site; 1 project for which population data are 
not available 
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HOUSING AND HOME FINANCE AGENCY, OFFICE OF THE ADMINISTRATOR, DIVISION OF 
SLUM CLEARANCE AND URBAN REDEVELOPMENT—TITLE I, Housine AcT or 1949 


Income of families in local slum clearance project areas, Hawaii and Puerto 
Rico: 21 of 22 projects approved for final planning or development as of Sept. 
380, 1958 


Number of families 


Number 
Percent of families eligible for low-rent public housing of Eligible for 
projects Total low-rent 
public 
housing 
motalbiamiliess 2 oes oe ee INS Ce Vet A eer ea eee 121 8, 315 6, 726 
CD) SOCIALES OF a ec a Pee a ase 0 0 0 
Pto.40 percents . 23.2.5 4. ee py See eet Soa. ee 2 478 67 
SIO COT OOS DOLCOILG = a mee eee Sere een ee nee eS ot ee 0 0 0 
BIBCOLOODPOLCO TUE eee ee Se oe Se SD Se 2, 344 185 
GintOmOMNOlCeMGe sa ae a eee ot Oe ee 2 1, 748 1, 206 
CE AOSOSPCRCOMGS=es © ke tate A. Ort Seek RR eee nd VASE EA IS 1 104 83 
SIBTOLOOSPERCO EGE me ee ee en eee Sane ee oe EE oo A eee eee 7 2, 055 1, 780 
OUEEOLO ND CLCCT GES een. eo We eee Ete kee 2 ee é 3, 586 38, 405 
NGOIpercentes =a ee. Bae ee eee eR Pea eee eee 0 0 0 


i Exclusive of 1 project for which population data are not available. 
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Exnipit 8 


ASPECTS OF COST: 42 PROJECTS WITH LOAN AND GRAN 
ALLOCATIONS 


Hovusine anp Home FINANCE Agrnoy 
OFFICE OF THE ADMINISTRATOR . 
Division oF SLUM CLEARANCE AND URBAN REDEVELOPMENT 
September 30, 1953 
Intropuctory NOTE 


This analysis is concerned with certain cost relationships under the 
cost estimates and financing plans of the 42 local slum clearance and 
urban redevelopment projects for which loan and grant applications 
had been approved, under title I of the Housing Act. of 1949, as of 
September 30, 1953. The 42 projects are located in 22 communities 
in 14 States, the District of Columbia, and Puerto Rico. Some 92 
other projects—located in 74 localities in 19 States, Puerto Rico, and 
Hawaii—had been delineated as of the same date, but these are ex- 
cluded from the study because the redevelopment plan, and correspond- 
ing cost estimates and financing plans, are generally not sufficiently de- 
tailed (reflecting program requirements at this stage) to permit the 
same type of analysis. 

The cost relationships presented in this study on the basis of the 
42 projects with approved cost and financing plans are probably not 
typical of the relationships that may be anticipated when 100 or more 
projects have reached the development stage. Fewer than half, or 
only 18, of the present projects are located in cities under 500,000 
population. The majority, or 24, are located in 18 of the Nation’s 
largest communities, with a predominance of projects in the middle 
Atlantic and north central regions, where patterns of real estate values 
and redevelopment potential may differ considerably from those pre- 
vailing in the southern and western sections of the country. The 
actual distribution by size of the cities in which the 42 projects are 
located is as follows: 
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Site of locality 








(1950 census). hl Sa 
ONS 7 Se Beek ies OES % SS ee ae eo eae er ae 42 

Fe nillion (and over ui_Uore i siene joerows_teg siniet oF ashes 18 
500;000-999, 909) ae chin wus ree it lt cee Sete le i ted de ee 6 
ZOU DOO 490. 99O) i a te it rerstonee SOON orca ee 6 
100;000=249 099209 Bh 229.0 JS ORE TO eae ee Arison eee 5 

BU UU nO ane cacantocl lo ben eee ee tae eee 3 
IO er NON a ha i Ss I ee A hw 2 

TO ON 0 se oh te ret hi | ee ys Se 2 


1Includes Commonwealth of Puerto Rico (exclusive of municipalities of Mayaguez, 
Ponce, and San Juan). 

Only 2 of the 42 projects covered by this analysis are in predomi- 
nantly open land areas. Forty are in built-up areas, with seven-eighths 
of these characterized as deteriorated or deteriorating predominantly 
residential slums. As brought out in the tables in the main section of 
this presentation, most cost factors are considerably lower in the case 
of predominantly open areas than in the case of built-up areas. Indi- 
cations are that a proportionately greater number of projects in pre- 
dominantly open areas are represented in the projects now in the plan- 
ning stages. This circumstance confirms the observation offered above 
that the cost relationships developed in this analysis are probably not 
typical of the relationships that may be anticipated in the future. 

The cost estimates for the projects presented in this study reflect the 
latest approved budgets for project expenditures and the latest ap- 
proved estimates of the allowed costs of local noneash grants-in-aid. 
These estimates are the basis for the determination of the amount of 
the Federal capital grant approved for the projects. Precise cost 
figures will not, of course, be available until the projects have been 
completed and the final audits conducted. Aggregate gross and net 
project costs, Federal capital grants, and local grants-in-aid in the 
492 projects are summarized in the following table: 


Summary of gross and net project costs, Federal capital grants, and local 
grants-in-aid 


Percent of 
Amount gross 
project cost 





POSS Drolet COSU sa = 5 eos re ae SAE A 2 TAN dA $214, 188, 768 “100.0. 


Pisposition mroccedss 2282). ve ell PL) BIEL so LI 58, 617, 350 27.4 
SAL SEG SEC ee ees, Peer se ee I ee Sea | ees ree 155, 571, 418 72.6 
LC Nee ag Es 0A oe ee, RP ee A, a A OPE Fe __100, 473, 005 46.9 
bir Means Es 1001 ne eS a a A, oe Smee ae i 55, 098, 413 25.7 
a i 21, 076, 143 9.8 
Noncash: Totals 2s 28s. 28 ns ae eee eae 34, 022, 270 15.9 

Vand GOnaHONS © 2 2. oe ca een ne os eb apn te eeee eee een 3, 154, 089 1.5 
Demolition and ‘clearance work.) -2222---2 al a lk 551, 745 $33 

Sito imp LroVvemoltSeca. oss see see eae aa nee een amnaee nas cana 5, 920, 923 2.8 

Sunportitig Ticiities.- 2: 2. ..c.c son cnn onsneuscenesesetas---sese 24, 395, 513 11.3 
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It should be borne in mind that the cost averages presented in this — 
analysis are materially influenced by the nature of the new land uses 
contemplated by the project redevelopment plans. No attempt has 
been made to relate net project costs to such proposed new uses, the 
variety of which is indicated in the following tables: 


Primary new uses of land in project areas 





Original character of project areas 





























. Total 
Primary new uses projects Blighted Sa Predom- 
residential | juiit-up inantly 
areas oPem 
Otal PROMOS = 2 «acon -se sees Er EE I 42 36 5 2 
Private residentiales..c 32.3442 Sse se eee eee 2 30 . 23 5 2 
OX CIUSIVGLY scjoc 2 ewe gue aden eee ee eee 3 Ses os Shales Gee le 
Prodeiinantly:.1$ 925) Ll 2S se ee 27 20 5 fa9'% 
Pablic résidential.a 4s. Se ees Se ee 1 17 |i e306 ae leet es 
Exelusivelyztit Git Hit. 1 See eee ee il jee ASEAED CODES <4 Sy on: 22S 
Predominantly... ee oh ee oe oo ae ee a  aheg Se a= Pe 
(GGININ GLC ena a et See Se 4 ye ree ee NPs eee A 
OR GUUISIVG Vie Sea ays he a Be nn i et Se eles ee St |e oe 
Predominanthy. (sess sete Sie eT ee 4 | As); ae. teed ee De eee 
MAIS ULE oo me 8 Se A! ARES Wk Por ee eae =. 153. 2) 6 GUL poe? Se eee 
IXCIUSIVCl Vos eee tera ee etka Sete een eee 2 J Orie t Oth SSS NS 
PROG OMIA Wye ee ek a 4 Ce a eee Mee es 
1D io See So een 2 Oe a ee a eee eee ee ] | 1 ’ CP ee eee 9 bere ers 
BEX CIUSIVOlYe niee of ce peice 2 Se dS ee Se Oe ae Pee Tae See eee See |e Awe 
MOC OMMMAME Was 2 Meee see oe ec see 1 hgh hs a eae oe PS 
Secondary new uses of land in project areas 
Secondary land uses 
Predominant new use aa 
Private Public Commer- Indus- Public 
residential | residential cial trial 

Metal projectsice ss: Leber. boca ds 1 2 30 5 14 
erivatewmslcentiake: 2 eet Sie es ke eee 1 26 2 10 
A SUT OMB ST CLOT UB errr rete cers te x crete ore al 2 reer eh | orgie een fee e c w ate een el Deere 
(COMIN GnCi Al amrmn eee ene fe See ol ORE a es | 3 2 
Vi auersttien a tere ee oe eens eee Se | eg ee ee ho ARES 4 Silinc oes eee 2 
(Rt Guam =. BAC A ee foes 1 1 DNS Seren sie Sek ee Ee 


As utilized herein, the term “gross acres” refers to all land lying 
within the project boundaries and constituting the total project area. 
The term “original net acres” refers to the same land area minus land 
in streets, alleys, and other public rights-of-way. The term “net acres 
to be sold, leased, or retained for redevelopment” reflects all land areas 
in the project area acquired by purchase or donation plus the area of 
vacated streets minus the areas dedicated as streets, alleys, and other 
public rights-of-way. The land areas involved are summarized 
below: 
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Summary of land in project areas 








Net acres to be sold, 
Gross acres Original net acres leased or retained 
for redevelopment 














Size 
Number Number Number 

ofprojects| “CTS lofprojects| “AeTeS lof projects} “res 
ED EGIECUS COLON a a ae 42 | 1,764.6 AD 2: 42 1, 242.3 
40 built-up project areas, total_....-_------ 40 | 1,391.5 40 994. 8 40 1, 009. 4 
WirdorglOb estes saee oo so oe eee 1 64. 6 13 69. 4 12 62.1 
OR ee ee Oe ee eee re ee ee 12 206. 9 13 204. 8 14 224. 0 
DANO) CI SE ee eee 6 231.8 10 as 10 381.8 
WON OMG OR i etna laren awn ow oka tek 7 422.1 3 236. 4 4 341.5 

MOO EO SAO nee oath feet ok ee eh oe oe 4 466. 1 at 112.0 0 0 
2 predominantly open project areas, total- 2 Soul 2 280. 6 2 232.9 
Co Uh ea eae I 48. 1 1 35. 6 1 36. 1 
WRONG OOM hae an oS eee eee oe 1 325. 0 1 245. 0 1 196. 8 








Table 2—presenting average net project costs and Federal capital 
grants per dwelling unit—takes account of all dwelling units in the 
project areas. It should be borne in mind that in 7 of the 42 projects 
dwelling units were present on less than 50 percent of the net land 
area when the project areas were delineated. In almost every one of 
the 35 projects qualifying as deteriorated or deteriorating predomi- 
nantly residential areas, some portion of the net land area was hkewise 
devoted to nonresidential purposes, and in most instances a portion of 
the land determined to be residential in character was either vacant 
or devoted to public or semipublic purposes of a residential nature. 


TasleE 1.—Summary of characteristics 


Number 
otal mmmimMber Of PO \CCiS nuts A i ek ee i eee 42 
Present character : 
Jobignéed Tesi Gitiah Ay fo ce a ees eel es es SE 35 
Diner iianted ean skal kak 2 ee he aS Le ES eee 5 
Predominagitlhy- Open 2 J6arers 2 2 ts een revi vas eye 12 2 
mistitvated number of Gwebling units. 2.5. semen. 22 AnD 222 ebb an 34, 564 
Pstimated substandard dwelling’ units. *Y he ae 28, 654 
Heeceut |substamdandUls? 405. 70 Oe too. Sti) soi) Bee 83 
Estimatéd number of familiesa> 4 seen higl fo. peewee so eee 33, 850 
Families eligible for low-rent public housing : 
INGO Rs 22 ee Se See ore trite i ee ee aer: © 17, 167 
Poreeut oL-t0.als._.2-- eet. 2 danest Ses ed eee ees 51 


191 


PRESIDENT’S ADVISORY COMMITTEE ON HOUSING 


TABLE 1.—Summary of characteristics—Continued 


Proposed uses (in acres) : 


TP OUG i csanc-- ania tain eet Ree pene ME eee *1, 764. 6 
PUDIIC  TIQDESOL- Way ch conte 8 eS bee eS ee ee 413.9 
Resident al — private .1.x ands o ew eae rie tween wanna ccu nee eas 829. 2 
Residential——publit .202-.eneeset es 2c phe etccceeeenee seems 47.7 
Commercial2230. 5-2 8b oI or Oe se a mee mee saw 174. 0 
TGUstT ial. de igo c Oe an eon eee oben 88 ls ee eee 136. 8 
PUPS OF BEING, noone ee ee ee ee ee eee 102. 4 
Proposed dwelling units: : 
TOCA acca acid BEB cinda Sieiedeere Re es on de rae ae ee ee ae 
Private reutdlgc. 1S ... 22 ees Fe ini com Weert man OR <P 18, 910 
Private sn le6.a0: ob Suc 22 3 ee ee ee eee 8, 890 
bg ROLE COE oe) e: | heel MoE st TNO aah aoa at epieeraa pwpin aroma it rn ache 


1 Distribution of 60.6 acres unavailable. 


TABLE 2.—Net project cost and Federal capital grant per original dwelling unit 





Net Federal 
project capital 
cost grant 
rolects--arithmetiomeant!:32.by vo. pes ee et salle LLG $4, 498 $2, 905 
suiprale “Up projéct aress—aribhmevie Mean... -_ >. -eeaee san ~<a =-2n2---asee 4, 422 : 
34 deteriorated or deteriorating areas predominantly residential in character: 
Se PIERO LC IOCIN 6 oe oo a mS a a ot Se ee a a ele 4, 050 2, 656 
b. Rank according to average net project cost and Federal capital grant: 
TIP NG ep EOOC bse ae oon oe ke 2, 439 1, 494 
Seventeenth; projeat _qs222.0-6 2209-4 - Lye Ie eae 2a, 23 5- aitt 4, 250 2,614 
MWS RU DEOOOG ann < ona cia nnd saaccsareeuneWengan anaes a6enc-~-seepg 6, 150 4, 085 
Thirtystourth proiectas sect 222 2s cooecey ee Fee ee eee fied tie) yk 12, 716 8, 478 
5 other built-up project areas—arithmetic mean BS ee A Le oe 8, 737 5, 825 
2 predominantly open projects—arithmetic mean.._____.--_-. ep RN ae eg il 7, 911 2, 374 





1 Number of dwelling units not available for 1 project. 


In general, a dwelling unit represents a group of rooms or a single 
room occupied, or intended for occupancy, as separate living quarters 
by a family or other group of persons living together or by a person 
living alone. Data on dwelling units submitted by a local public 
agency prior to the approval of the loan and grant application for a 
project are usually in the form of estimates, to be supplanted by more 
precise data upon the completion of the family-by-family survey 
undertaken for purposes of determining the families to be relocated 
from the project area. Ordinarily, the family-by-family survey is 
conducted after the loan-grant contract has been executed. 


TABLE 3.—Federal capital grant per dwelling unit provided in predominantly 
open projects 


Capital grant 
per dwelling unit 
= ‘projegts—-aiubmieve mens. 222.008 NS SUPOOTs, Beye, AG $169 
Perth Amboy, Ni Js, Porbesdale projectu:s.2.u 24) a a 614 


San Francisco, Calif., Diamond Heights project__._______________ sae SS 
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TABLE 4.—Per acre net project cost, Federal capital grant, and local grants-in-aid 


Net project cost Federal capital grant | Local grants-in-aid 


en “sie — wee 2 se en oa 
0 be sold, o be sold, to be sold, 
oon leased or ried leased or bass leased or 
nara retained Sone retained Ao retained 
for redevel- for redevel- for redevel- 
opment opment opment 
42 projects—arithmetic mean.._.___- $88,162 | $133,825 | $56, 938 $86,428 | $31, 224 $47, 396 
40 a -up projects: 
Arithmetic mean__-__..-_____- 109, 304 157, 140 71, 874 103, 330 37, 430 53, 811 
b. Rank eons to average 
costs: 
Tenth project.>._..-2is=22 44,779 68, 890 29, 161 41, 832 16, 680 25, 415 
Twentieth project__.__.___- 78, 578 129, 050 52, 385 76, 304 27, 561 45, 550 
Thirtieth project_......______ 168, 249 233,441 | 116, 416 191, 129 58, 743 77, 814 
+ Kortieth project: —..-..f-2== 1, 268, 469 45 455, 620 845, 646 970, 414 422, 823 485, 207 
2 predominantly open projects— 
arithmetie mean. 22 Ste. 9, 313 17, 856 1, 234 2, 366 8, 079 15, 490 


See note on opposite page. 


The net cost of a project is the difference between the gross cost 
and the sum of (a) the total sales prices of all land sold, and (b) the 
total capital values (i) imputed to all land leased, or (11) used as 
a basis for determining the funds to be transferred to the project 
by the local public agency as compensation for land retained by it 
for use in accordance with the redevelopment plan. 

The Federal capital grant serves to assist local public agencies 
to make land in project areas available for redevelopment at its fair 
value for the uses specified in the project redevelopment plans. 
Federal capital grants may not be made in connection with a project 
consisting of open land. The aggregate of capital grants with respect 
to all the eligible projects of a local public agency may not exceed 
two-thirds of the aggregate of the net project costs of such projects. 
With respect to any individual project, the Federal capital grant 
may not exceed the difference between the net project cost and the local 
grants-in-aid actually made with respect to the project. 

Every contract for a Federal capital grant requires local grants-in- 
aid in connection with the project which, together with the local 
grants-in-aid to be provided in connection with all other eligible 
projects of the local public agency, will be at least equal to one-third 
of the aggregate net project costs involved. Local grants-in-aid 
may be provided by a state, municipality, or other public body or 
entity, in the form of (a) cash, (b) donations at cash value of land 
(exclusive of streets, alleys, and other public rights-of-way, which 
may be vacated in connection with the project), (c) demolition or 
removal work, at cost, (d) site improvements in the project area, at 
cost, and (e) parks, playgrounds, and public buildings and facilities, 
at their cost, subject to an allowance of an appropriate portion of 
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such costs where the facility is of benefit both to the project and to 
other areas. 


TABLE 5.—Per acre costs of site improvements 





Per net acre to 
Per gross be sold, leased, 


acre or retained for 
‘ redevelopment 
42: projects—arithmetic moan es...) pen see t aes eipe | payee). $9, 061 $12, 870 
34 projects with site improvements—arithmetic mean_____._______________- 9,684} — 14, 054 

32 built-up projects with site improvements: 
9, ATItMMetiGin canes 444-4 224... cee ee eee ee RS * 10, 023 14, 156 

b. Rank according to average costs: 

High thoproiect.4 25-25. =. 2. peso. epee ee eS 2, 863 - 3, 004 
Sixteentiy project 42. 4... 1 salen. “Peete eee 6, 249 8, 365 
Twenty-fourth projecte:...-l.cce_s222t yo5 eee 2 ei ee 9, 460 14, 554 
Thirty second projectess....1 ate -=.4 -Bugeeey 6 ye Fe 39, 342 55, 806 
2 predominantly open projects—arithmetic mean_________________________- 8, 524 13, 655 


Site improvements include the installation, construction, or recon- 
struction of streets, utilities, and other improvements essential to 
the preparation of sites for uses in accordance with the redevelopment 
plan. 

Included in gross project cost are both (@) actual expenditures by 
the local public agency for site improvements provided by force 
account or under contract, and (6) the cost of site improvements in the 
project area which are to be provided by the locality as local noncash 
grants-in-aid. Improvements for which the local public body has 
received or has contracted to receive any grant or subsidy from the 
United States, or any Federal agency or instrumentality, are not 
eligible for inclusion under either the gross project cost or the local 
noncash grants-in-aid of the project. ; 


TABLE 6.—Per acre cost of project supporting facilities 





Per net acre to 
Per gross | be sold, leased, 








acre or retained for 
redevelopment 
SZ eeer a MIN OVIC MOAN Ee 3. ho se be ee owe $e R 13, 82 

31 projects with supporting facilities—arithmetic mean__...________ eee tee 2 se ake v3 ar 

29 ee ro} te with supporting facilities: ‘ : 
a SG CCE its meses Leone eee A. A STE LE AN 

(d) pee corre to average costs: ye euiciA 

eee a eer ee ane eae oe Se gh Coe aa 1 ee ESN, 2, 400 3, 397 

10 SOURCES eS AS "ee ee Sa es a eee Se 13, 767 20, 080 
merproleer Ame. . IO gOS PO 27, 140 

BE EOC ee an see 132, 441 148, 252 

2 predominantly open projects—arithmetic mean_________________.________ 6, 382 10, 224 





Supporting facilities comprise parks, playgrounds, and other public 
buildings or facilities (other than low-rent public housing) which are 
primarily of direct benefit to the project and which are necessary to 
serve or support the new uses of land in the project area in accordance 
with the redevelopment plan. 
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The cost of providing any such facility is included in gross project 
cost as a local noncash grant-in-aid, except that where it has been de- 
termined that a facility is of direct and substantial benefit both to the 
project and to other areas, only an appropriate portion of the cost is 
allowed towards gross project cost and local noncash grants-in-aid of 
the project. Facilities for which a local public body has received or 
has contracted to receive any grant or subsidy from the United States, 
or any Federal agency or instrumentality, are not eligible to be in- 
cluded under gross project cost or the local noneash grants-in-aid of 
the project. 


TABLE 7.—Per acre costs of project planning and administration 


Per net acre to 
Per gross Per original | be sold, leased, 





acre net acre or retained for 
redevelopment 
SL aenjocess aril aimelIC MCA. 2 ae ois oe Se wie = $6, 134 $8, 487 $8, 713 
40 built-up projects: 
(gearit iime hic canes <2 228 see ee re eo 7, 226 10, 107 9, 962 
(6) Rank according to average costs: 
OE NO OSG Es Se Ss BS ee a ates SS 4, 769 5, 946 6, 217 
2HEN Projekte tee Lee Cre aie ts ee Se 7, 180 10, 402 10, 124 
NTA: 28 (SO et toe. eee biter 12, 639 16, 260 15, 492 
A(T DROSOCH: 22 PEP ss Sareea eae PE Yee Fk rte See ae 58, 959 67, 658 65, 510 
2 predominantly open projects—arithmetic mean______--_---- 2, 060 2, 740 3, 301 





Project planning “costs” represent the sum of Federal planning ad- 
vances (preliminary and final) repaid by a project, or alternatively 
the planning budget(s) approved by the Division where costs incurred 
were met from non-Federal sources. However, for those projects for 
which planning activities had been completed before the enactment of 
the Housing Act of 1949, planning costs are excluded from gross 
project cost. 

Project administration costs represent the sum of the budgeted ex- 
penditures for administrative salaries, office furniture and equipment, 
legal services, and inspection and audit. 
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ExHiit 9 


FINANCING OF SLUM CLEARANCE AND URBAN REDEVELOPMENT 
PROJECTS BY LOCAL PUBLIC AGENCIES 


With respect to the problem of financing slum clearance and urban 
redevelopment projects by local public agencies, two aspects must. be 
considered. The first aspect pertains to the financing of the project 
cost, including the cost of planning, land acquisition, demolition and 
clearance, site improvements, and land disposition. ‘The second aspect 
pertains to the financing of cash and noncash local grants-in-aid. 

The financing of project costs by local public agencies varies with the 
type of local public agency which is authorized to undertake slum 
clearance and urban redevelopment projects. Most of the local public 
agencies are specially created, separate and distinct public entities 
with authority to act under their own corporate names. These in- 
clude housing authorities, redevelopment agencies, land agencies, and 
other types of special public agencies. These specially created public 
agencies do not have authority to levy taxes. ‘They usually are au- 
thorized to borrow money to finance the cost of such projects and to 
pledge for the payment of loans the proceeds derived from the dis- 
position of land and other income that may become available to them. 

In certain States, cities, and other types of traditionally constituted 
municipalities and political subdivisions are vested with the power to 
carry out slum clearance and urban redevelopment projects. This is 
true in such States as New York, Ohio, Connecticut, Michigan, and 
Maryland (Baltimore), where municipalities have power to carry out 
such projects and may levy taxes and issue general obligation bonds, 
1.e., full faith and credit bonds payable from taxes, to finance the cost 
of planning, land acquisition, demolition and clearance, site improve- 
ments, and. land disposition. The political subdivisions in these 
States, excepting those in the State of New York, may also issue for 
financing the cost of slum clearance and urban redevelopment projects 
special obligations payable from the proceeds of land disposition and 
other project income. 

The second aspect involved in financing slum clearance and urban 
redevelopment projects arises out of the requirements of title I of the 
Housing Act of 1949, as amended. Local public agencies receiving 
capital grants under ath Federal law are required to provide local 
grants-in-aid either in the form of cash or noncash. In general, these 
local grants-in-aid, whether they are in the form of cash or noncash, 
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can be financed locally only through tax revenues. Since tax receipts 
are generally inadequate bonds may have to be issued to provide the 
funds for such local grants-in-aid. These are usually general obli- 
gation bonds payable from taxes. Certain revenue-producing facili- 
ties, such as water mains, may be financed with revenue bonds which 
are not payable from taxes. 

In financing local grants-in-aid public agencies are usually pre- 
sented with certain grave difficulties. In the first place, funds for 
local grants-in-aid must be provided in a period of rising costs of 
municipal operations. The demands of the people for more and bet- 
ter municipal services, the backlog of needed public works intensified 
by the wartime scarcity of materials and manpower, school construc- 
tion needs due to rising school population, inflationary costs, urban 
decentralization and the loss of middle and upper income groups— 
these have all contributed to the severity of the fiscal position of 
municipalities and the rising costs of municipal operations. | 

Another of the difficulties confronting municipalities in financing 
local grants-in-aid is the context in which local income can be pro- 
cured. The terrific burden of Federal taxation and increased State 
taxes has greatly intensified the problem of levying local taxes upon 
taxpayers. 

Certain legal impediments also contribute to the difficulty of 
financing local grants-in-aid. In most States constitutional limita- 
tions, and in some States statutory limitations, upon the creation of 
debt by cities are in force. The debt restriction is usually based upon 
the so-called “debt-to-property” ratio under which the indebtedness 
of a municipality is limited to a stated percentage of the assessed value 
of taxable property in the municipality. These percentages vary in 
the different jurisdictions and may vary with respect to different 
municipalities and different purposes for which the debt is to be in- 
curred. In a number of States the constitutional debt limit is 5 
percent of the assessed valuation of the taxable property. In other 
States the debt limit may range from 1 to 10 percent or more. The real 
purpose intended to be served by such limitations upon the incurring 
of indebtedness by municipalities is the prevention of excessive tax 
levies. : 

In addition to debt limitations, many States impose upon munici- 
palities limitations upon tax levies. These tax limitations usually are 
in the form of a millage, dollar or percentage maximum related to the 
assessed valuation of the taxable property. Like debt limitations, the 
limitations upon tax levies vary in different jurisdictions for different 
types of political subdivisions and for different purposes. 
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In many States the issuance of general obligation bonds is condi- 
tioned upon the prior approval of the voters. This requirement may 
likewise present an impediment to the financing of local grants-in-aid. 

Another legal impediment to financing local grants-in-aid is the 
limitations upon municipal power respecting the types of taxes that 
may be levied. Most municipalities have been compelled to meet in- 
flationary costs and expanding needs for essential public services with 
a rather rigid or inflexible revenue system which confines the munici- 
palities largely to property taxes. More than half the taxes levied 
by cities are derived from property taxes. 

Under the laws of a few States, particularly Ohio, city bonds for 
slum clearance projects payable from land proceeds and other income 
may constitute debts of the city if the local grant-in-aid be in the form 
of cash or donation of land derived from tax revenues. 'To avoid the 
creation of an indebtedness the local grants-in-aid must be confined 
solely to site improvements or public facilities. | 

The committees of Congress that studied the enactment of Federal 
aid legislation for slum clearance and urban redevelopment concluded 
that private and municipal resources alone were inadequate to meet 
the costs of.an effective slum clearance program and that Federal 
assistance was essential for a practical program. In its report on the 
bill which ultimately became the Housing Act of 1949, the Senate 
Committee on Banking and Currency included its conclusions respect- 
ing the need for Federal aid and the justification for the sharing of 
project losses on a 2-to-1 basis. Pertinent excerpts from such Senate 
report are attached hereto. The Senate Committee concluded that 
on the basis of the facts “and the finding’ of previous congressional 
investigations during the past 5 years, it seems clearly established that 
only through an effective program of Federal aid can real progress be 
made in the clearance of slums.” 

In its report on the proposed Federal legislation the House Com- 
mittee on Banking and Currency also concluded that Federal assist- 
ance for slum clearance and urban redevelopment was essential, 
stating that “The overwhelming evidence presented to this and other 
congressional committees is that only through such Federal assist- 
ance can substantial progress be made in dealing with this problem.” 
Excerpts from such House Report, containing the committee’s conclu- 
sions respecting the need for Federal assistance and the justification 
for the sharing of the net loss on a 2-to-1 basis are attached. 

The legislative history of Title I of the Housing Act of 1949 in- 
cludes some of the evidence upon the basis of which the House and 
Senate Committees concluded that the financial aid provided by Title I 
is essential. Selected excerpts from such legislative history, both 
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pro and con, are attached. In general, it can be fairly deduced from 
the legislative history that the need for the financial assistance pro- 
vided under Title I for slum clearance and urban redevelopment was 
fully supported, particularly by representatives of cities and other 
municipalities. In one or two instances the testimony was against 
the extension of Federal assistance and in a few other cases it was 
indicated by congressional witnesses that a 50-50 sharing formula 
instead of a 2-to-1 formula should be enacted. 


(Excerpts from Senate Report No. 84, 81st Cong., 1st sess., from the Committee 
on Banking and Currency on Housing Act of 1949, pp. 10-11, 18-15) 


V. Stum CLEARANCE AND COMMUNITY DEVELOPMENT AND REDEVELOP- 
MENT NEED FoR FEDERAL AID 


* * * 'The millions of families now living in slums do not live there 
by choice. They live there from economic necessity arising out of 
their inability to pay even the lowest rents at which decent housing is 
available. Correspondingly, the demonstrated failure of private 
enterprise and local communities in coping with the slum problem does 
not reflect any lack of community awareness of the seriousness of that 
problem, but rather is indicative of the inadequacy of private and 
municipal resources alone to meet the economic costs of effective slum- 
clearance programs. 

The testimony presented during the hearings on the bill, as well as 
that presented in previous congressional investigations during the 
past 4 years, makes it clear that the high prices commanded by land 
in the central areas of cities, even when those areas are blighted or 
deteriorated, are at the heart of the slum-clearance problem. It em- 
phasizes the necessity for Federal aid if a real start is ever to be made 
in the solution of this problem. 

These high prices for slum land, particularly in relation to the 
prices at which builders can acquire outlying sites, have effectively 
barred the purchase and the redevelopment of slum sites by private 
enterprise on anything but the most piecemeal and sporadic basis. 
This barrier of high price has been greatly augmented by the difficul- 
ties, which for private operators are usually insuperable, of assem- 
bling large enough tracts in close-in areas to permit an economical 
scale of redevelopment operations. 

The evidence is also clear that the reuse value of cleared slum land 
will generally be substantially less than the costs of acquisition, clear- 
ance, and preparation for redevelopment, if the land is to be rebuilt at 
appropriate densities and in accordance with sound redevelopment 
plans which will prevent the recurrence of slum conditions. Experi- 
ence has shown that State and local governments lack the financial 
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resources to absorb the full cost of this necessary write-down in any- 
thing like the volume needed for the clearance of any substantial 
proportion of existing slums. States and cities are increasingly aware 
of the social costs of slums, of the threat to municipal solvency arising 
from the spread of slums and from the increasing spread of new 
building to the outskirts of cities, and of the heavy municipal outlays 
for city services in slum areas which greatly exceed the tax revenues 
derived from those areas. Nevertheless, they have lacked the financial 
resources to undertake more than a few scattered‘ slum-clearance 
projects under the redevelopment legislation which is now on the 
statute books of half of the States. 

On the basis of these facts, and the findings of previoes congressional 
investigations during the past 5 years, it seems clearly established that 
only through an effective program of Federal aid can real progress be 


made in me clearance of slums. This is amply supported by the testi- — 


mony presented on behalf of the United States Conference of Mayors 
and the American Municipal Association. Moreover, the testimony 
presented by the Surgeon General of the United States indicates that 
there is ample justification for such a Federal program in the light of 
the serious impact of slum conditions on the lives and development of 
millions of American families and their children. 

* * * * * * * 


SHARING FORMULA 


The bill, in effect, provides that the loss involved in connection with 
such clearance operations shall be shared on a 2-to-1 basis; the Federal 
Government making up two-thirds of the loss and the local govern- 
ment making up one-third. Thus the capital grants may not exceed 
two-thirds of the losses on all clearance projects undertaken in any 
one locality. The balance of the losses must be borne by the local 
public agencies either in cash or through contributions other than cash, 
such as the provision of parks or schools necessary to support the new 
uses of land in the project area, the construction or relocation of streets 
and utilities, or the use of municipal labor and equipment to clear a 
project area. 

This 2-to-1 sharing of the net cost of slum clearance projects between 
the Federal and local governments represents the consensus of in- 
formed judgment as to the general ability of cities to contribute to 
slum-clearance programs, having in mind also the desirability of pro- 
viding for sufficient write-off of the excessive costs of slum properties 


to permit the redevelopment of slum areas in accordance with the — 


wisest future uses. 
Some witnesses who, while they expressed their opposition to the 
slum-clearance program as too expensive an undertaking, suggested 
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as an outside limit of Federal aid a 50-50 sharing basis, your com- 
mittee felt it unwise to accept any such suggestions, because of the 
obvious fact that the aid extended must be sufficient not to be self- 
defeating. If it is inadequate, it would either prevent the initiation 
of local programs or, by forcing overcrowding of the redeveloped areas, 
lead to the creation of more slums in the future. 

* * * * * * * 


LOCAL RESPONSIBILITY 


* * * Your committee recognizes that the loan and grant authoriza- 
tion for slum clearance in the bill is modest in relation to the total size 
of the slum clearance job. Nevertheless, the enactment of the au- 
thorization would permit an effective start and would for the first 
time in the history of the Nation give to slum dwellers, and to Ameri- 
can communities as a whole, firm and reasonable expectation for the 
ultimate solution of a condition which has borne heavily on them for 


decades. 
* *& % & * %& & 


(Excerpts from Senate Report 84, Part 2, Housing Act of 1949—S81st Cong., 
1st sess., pp. 5-6) 


® * * = * * bd 


Srecrion 104. REQUIREMENTS FOR LocAL GRANTS-IN-AID 


This section requires the locality to share the net losses of any project 
assisted by Federal capital grants under this title and to call upon the 
Federal Government for aid only to the extent necessary. It provides 
that the local community must itself participate financially to the ex- 
tent of at least one-third of the net project cost, as defined in this title. 
Such local assistance may be in the form of (1) cash grants, (2) dona- 
tions of land, demolition or removal work, or site improvements in the 
project area, or (3) the provision of parks, playgrounds and public 
buildings or facilities which are of direct or substantial benefit to the 
project. Where a locality undertakes more than one project on which 
Federal capital grants are to be made, this requirement relates to such 
projects considered in the aggregate. 

The definition of local grants-in-aid in section 110 (d) makes it clear 
that the local community may not count as local grants-in-aid (1) the 
value of any land in streets, alleys, and other public rights-of-way 
which may be vacated in connection with the project, (2) any low-rent 
public housing, or (3) any demolition or removal work, improvement 
or facility for which any grant or subsidy is to be made by the United 
States or any agency or instrumentality thereof. If any of the public 
improvements or facilities provided are charged to specific property 
owners by way of special assessments, the portion of the amount so 
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charged would not be eligible for inclusion as a local grant-in-aid. 
Local public buildings or facilities, otherwise eligible as local grants- 
in-aid, remain eligible in the event they should be assisted by tempo- 
rary loans under section 102 (b). 


* * * * * * * 
(Excerpts from H. Rept. No. 590, 81st Cong., Ist sess., on Housing Act of 1949, 
pp. 13-14) 


V. Stum CLEARANCE AND Communiry DEVELOPMENT AND 
REDEVELOPMENT 


NEED FOR A SLUM-CLEARANCE PROGRAM 


The provisions of this title offer, for the first time, a greatly desired, 
but long-delayed, program to eliminate the Nation’s slums. Today 
about one-fifth of our city families live in slums and blighted areas. 

They obviously do not live there by choice. They live there primarily 
because only in the slums can they find any sort of housing accommo- 
dations at prices and rents which they can afford to pay. 

From city after city throughout the country has come evidence 
of the extravagant wastes of human and other resources arising from 
slum conditions. Slumsand blighted areas foster delinquency, disease, 
and crime, the effects of which can only be partly measured in the 
statistics available to your committee. They create demands for wel- 
fare, fire, police, and other financial outlays greatly in excess of the 
revenues which cities receive from them. 

Communities have long been aware of the social and economic costs 
of these areas but have been unable to take effective steps toward 
their eradication because of their inadequate resources. A few, like 
Baltimore, have attempted to alleviate these conditions through the 
exercise of local police power in requiring the compulsory repair or 
closing of substandard housing. Such efforts frequently have been 
credited with offering an adequate solution to the problem. While 
your committee believes that all cities should utilize effectively police 
powers to mitigate some of the worst effects of slums and to help 
prevent their spread, it is convinced, from the overwhelming evidence 
presented by mayors and from many others, that this method alone 
will eliminate neither the slums nor the conditions which they create. 
The committee was impressed by the testimony of the mayor of Balti- 
more as to the limitations of law enforcement as a solution to the 
slum problem. He stated: 

The Baltimore plan might be compared to first aid administered in the tem- 
porary absence of a doctor, which would not be necessary if the doctor were 


present to begin with, and which in no way eliminates th 
e ev 
the doctor’s services. entual need for 
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Your committee is convinced that the only way by which slums may 
be effectively eliminated is by the public acquisition and clearance of 
slum areas and by assuring that they will be redeveloped in accord- 
ance with sound plans as to land uses, density, and other factors con- 
tributing to good neighborhoods, and be properly related to the growth 
and development of the city as a whole. 

Because of their present intensive use, the prices which must be 
paid for slum and blighted areas, together with the costs ef clearing 
and preparing them for reuse, will generally exceed the return which 
will be realized from sale or lease of the land for appropriate 
redevelopment. 

These are the costs which prevent slum clearance from being a 
profitable venture for private enterprise. These are the costs which, 
together with the large capital outlays required, have prevented the 
local communities, with very few and limited exceptions, from mov- 
ing ahead with this task within their own limited resources. 

The objective of the programs contained in Title I of this bill is 
to provide the necessary financial assistance that will enable local 
communities to make an effective start toward eradicating the slums. 
The overwhelming evidence presented to this and other congressional 
committees is that only through such Federal assistance can substan- 
tial progress be made in dealing with this problem. 

It is in the national interest that no further delays in starting an 
effective attack on the slum problem should be countenanced. Slum 
clearance is a time-consuming process and any further postponement 
of the already long-delayed start in meeting this problem would 
merely set back for a further indefinite period any hope for progress 
toward its ultimate solution. 

* * x x x % 


The net loss involved in this slum-clearance operation would be 
shared by the Federal Government and the local community on a 
9-to-1 basis. Thus, the Federal grants may not exceed two-thirds of 
the losses on all clearance projects undertaken in any one locality. 
The balance of the losses must be borne by the local public agencies 
either in cash or through contributions other than cash, such as the 
provision of parks or schools necessary to support the new uses of 
the land, the construction or relocation of streets and utilities or the 
the use of municipal labor and equipment for the clearance operation. 

Evidence before your committee indicates that a substantial write- 
off of excessive costs will be necessary if redevelopment of the slum 
areas is to be in accordance with the appropriate uses. In the light 
of the best informed judgment as to the ability of the cities to con- 
tribute to slum-clearance programs, therefore, your committee is con- 
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vinced that the 2-to-1 sharing formula is necessary-if the purpose 
of the program are to be achieved. It is obvious that the aid extended 
must be sufficient if the program is not to be self-defeating. If it 
is inadequate, it would either prevent the initiation of local slum- 
clearance projects or, by forcing the overbuilding of the redeveloped 
areas, make them susceptible to deterioration into slums again in the 
future. ! . 

The evidence presented to your committee on behalf of the United 
States Conference of Mayors and by other city officials, as well as the 
findings of previous congressional investigations of this matter, afford 
convincing evidence that any change in this sharing formula to require 
larger contributions by the cities would severely restrict or defeat 
the basic objective of this program. ot 


5d * ap w = & % 
(Excerpts from the Congressional Record, April 19, 1949, pp. 4670-4673; 4699, 
3 4700) 


Mr. Maybank. * * * Experience has shown conclusively that real 
progress in slum clearance is beyond the resources of private enter- 
prise and of State and local government unless the Federal Govern- 


ment lends it assistance. 
* * * ; * * * a 

* * * Sixty percent of the population of our country live in urban areas today, 
and we the mayors of the American cities deplore the slums and the housing 
situation, but financially we can do nothing without the passage of the housing 
and slum bill now before our Senate, and may I urge you as our executive 
director to let our Senators and Represeniatives know we will appreciate 
deeply their efforts to eliminate this cancerous growth on our American way 
of life. : 

W. Cooper GREEN, 
President, United States Conference of Mayors, 
Mayor of Birmingham, Ala. 
* * * ® % * & 

* * * For private housing developments the urban redevelopment sections of 
the bill are vital to restore solvency of American cities. Blighted areas must be 
cleared and rebuilt. We in Pennsylvania are combining State and city action 
for this purpose, depending on Federal aid to complement our program. I am 
sure that every public official in the city administration joins me in urging 

prompt congressional approval of Senate 1070. 
Davin L. LAWRENCE, 

Mayor, City of Pittsburgh, Vice President, 
the United States Conference of M ayors. 
* % & * & & * 


* * * New York City recommends approval of the slum-clearance provision 
now in the Senate bill. Large areas of slums in New York City need clearance 
and redevelopment, The bill would permit a large amount of such work which 
could not be done without Federal assistance. * * * 

WILLIAM O’Dwye_r, 
Mayor of New York City. 
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i PHILADELPHIA, Pa., April 12, 1949. 
Hon. PAvUL V. BreTress, 


United State Conference of Mayors: 

The city of Philadelphia is doing everything humanly possible to recreate 
here the best possible environment for living and working. Because of financial 
limitations, it will be necessary to have the assistance of the Federal Government 
if we are to achieve our high goal of civic improvement. 

In the program of redevelopment of old areas, Federal assistance will be 
necessary in helping to meet the cost. * * * 

BERNARD SAMUEL, 
Mayor of Philadelphia. 

* * % * % # * 

* * * Slum clearance program essential to preserve city’s tax base. City plan 
commission has designated 2,520 acres in need redevelopment. Present annual 
average tax revenue $864 per acre. If privately redeveloped woulé yield $2,304. 
Increase would pay city’s third net project cost in 10 years. Public housing 10 
percent shelter rent in lieu would amount to $700 per acre. Redevelopment 80 
percent private, 20 percent public housing, would pay city’s share costs in 12 years. 
Data juvenile delinquency, health, fire costs, and so forth, and more detailed data 
of above summary air-mailed to you today. 


Mayer Eugene I. Van Antwerp, 
[S] James H. INaLIs, 
Detroit Housing Commission. 
* * * % % * * 


* * * Redevelopment areas expensive to acquire and clear. City will need 
Federal loans and capital rent subsidies to enable private enterprise to rebuild in 
blighted areas. San Francisco’s planning and housing association, citizen’s group 
1947, compared same size good and bad neighborhoods. Studies showed the fol- 
lowing: Bad neighborhood, 100 juvenile delinquents; 762 public welfare cases; 
4,771 adult arrests. Good neighborhood, 17 juvenile delinquents; 38 public wel- 
fare cases, 39 adult arrests. Bad neighborhood had twice the fires, 36 times as 
many tuberculosis cases; 66 times as many city hospital cases; 3 times as many 
babies died. Municipal services in bad neighborhood cost $750,000 ; in good neigh- 
borhood $86,000. Tax revenues from bad neighborhood, were $370,000; in good 
neighborhood, $543,000. Bad neighborhood is in area designated for redevelop- 
ment. Yesterday, April 11, 1949, San Francisco Board of Supervisors passed 
resolution endorsing S. 1070, Housing Act of 1949. 

ELMER E. ROBINSON, 
Mayor of San Francisco. 
& * * ¥ & * * 
* * * However, slum clearance cannot be effected without appropriate plans 


in hand for the establishment of low-rent housing units in the area cleared. Such 
a program of clearance and of redevelopment is hamstrung in Minneapolis by the 


al funds. * * * 
lack of Feder Er1o G. Hoyer, 


Mayor. 

& * * a * % % 
Mr. Exienver. * * * Public action is necessary if the slums are to 
be cleared. The clearance of slums and the preparation of sites for 


the right kind of redevelopment is a deficit operation that private 
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enterprise obviously is unwilling to undertake. It 1s a job of such 
proportions that the local communities cannot tackle it effectively 
alone. Yet, if we allow the slums to persist, we shall be continuing a 
huge deficit in our national life—a deficit in human values as more 
generations of children are brought up under conditions that breed 
misery, delinquency, and disease, a deficit in monetary values as our 
communities bear the costs of municipal services which these con- 
ditions make necessary. It is, therefore, essential that the Federal 
Government provide the kind of assistance made available in S. 1070 
for the clearance of slums. * * * | 

Question. What justification is there for Federal financial assist- 
ance to communities for slum clearance? Why cannot the localities 
and States handle this problem themselves without Federal aid? 

Awswer. The continued use of well over 5,000,000 slum dwellings 
and other substandard housing raises issues of national importance 
irom the standpoimt of the health and morals of millions of families 
and millions of children who will represent a substantial percentage 
of our citizenry in the coming generation. These slums and blighted 
areas have existed and have spread for generations, and experience has 
shown that they will continue to exist and to spread unless Federal 
financial aid is made available for their clearance. 

The heart of the slum-clearance problem is the high price com- 
manded by land in the central areas of cities, even when those areas 
are blighted or deteriorated, and the necessity for a substantial write- 
off of that price if slum areas are to be redeveloped on a sound basis 
which will prevent the recurrence of slum conditions. 

States and cities are increasingly aware of the social costs of slums, 
of the threat to municipal selvency arising from the spread of slums 
and trom the increasing spread of new building to the outskirts of 
cities, and of the heavy municipal outlays for city services in slum 
areas which greatly exceed the tax revenues derived from those areas. 
Nevertheless, they have lacked the financial resources to undertake 
more than a few scattered slum-clearance projects under the redevelop- 
ment legislation which is now on the statute books of half of the States. 
This, in turn, reflects the basic limitations on the sources of revenue 
for both State and local governments and the mounting costs of estab- 
lished public services. * * * 


(Excerpts from the Congressional Record, April 14, 1949) 
Mr. Maypank. * * * 


* * * More than one-third our dwelling units constructed before 1900. City 
plan commission estimates that our slum and blighted districts cost city $4,000,000 
ayear. This figure represents difference in cost of various municipal services and 

tax yield from such district. From both humanitarian and economic viewpoint 
Slums are bad business. Respectfully refer you to my testimony before Joint 
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Congressional Committee on Housing, October 24, 1947. What I said then is just 
as true today. 


ALoys P. KAUFMANN, 


(p. 4815) Mayor of St. Louis. 


id * * * Xk * * 


* * * The slum areas area disgrace to the city, and in many cases are a health 
and social menace. We have over 4,000 units before the war that were unfit for 
human habitation. These units have been increased in number, bringing practi- 
cally no revenue by Way of taxation, and costing our city a substantial amount of 
money to maintain. We can see no way of correcting this situation, other than 
through the enactment of a slum-clearance program by our Congress. * * * 


: Epwarp K. DELANEY, 
(p. 4816) Mayor. [St. Paul, Minn.] 


* * *% * Po * x 

Mr. Doveuas. Mr. President, but I suppose the objectors will argue 
that while this may be a community concern, it should be tackled by 
the cities and States, but not by our National Government. The truth 
of the matter, however, is that our cities and local governments are 
more or less broke and simply do not have the income to shoulder either 
all or a major part of the load. They get their revenues in the main 
from real estate which is paying about all that it can. They have about 
reached the limit of their bonded indebtedness. If the slums are to be 
cleared, therefore, the Federal Government will have to do the main 
part of the job, although the cities should, of course, help as they are 
required to under the provisions of this bill. * * * 


(p. 4820) Aprit 20, 1949. 


Mr. Brickrr. * * * On the floor of the Senate great stress has been 
placed on the need for slum elimination. No one disagrees with the 
motive of those who desire to eliminate the slums in metropolitan areas. 
Certainly I do not differ with the purpose of the section of the bill 
which seeks to encourage the elimination of city siums. There has been 
2 great deal of overemphasis placed upon that aspect of the bill hereto- 
fore, both in the committee and on the floor of the Senate, the hope 
being that emphasis upon title I of the bill will carry along the other 
‘titles with which many of us do not agree. * * * (p. 4886) 

Mr. Bricker. * * * I for one am not in favor of the Federal Gov- 
ernment encouraging such an attitude on the part of local public 
officials. I think that sooner or later, if the slum condition is ever 
-o be eliminated in the metropolitan areas, it must be because the local 
1uthorities assume their full responsibility. For the reason that this 
oil] does put that responsibility upon the local communities to a large 
legree, even though Federal contributions and grants are made to 
ocal area authorities, I shall support title I, if it is possible to do so, 
separate from some of the other provisions of the bill. It will be an 
mpetus, it will be an encouragement to local governments to do the 
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job which they heretofore should have done on their own responsi- 
bility. 

In considering the problem I recognize full well that the financial 
situation of many of the cities is very bad. Likewise in some of the 
States the financial situation is not good at the present time. But 
most of the States of the country are solvent. Many of them have no 
debts at all. And certainly the city governments are in a better 
financial position today to assume this responsibility than is the Fed- 
eral Government which we directly represent in the Congress of the 
United States. They have no debts, either singly or in the overall 
collective situation, comparable to the debt owed by the Federal Gov- 
ernment. They have the resources from which to draw to eliminate 
local slum conditions. Many communities have assumed that respon- 
sibility. Such communities stand out as exemplifications of good local 
government, and should afford encouragement to other communi- 
ties. * * * (p. 4886) Per 
Aprit 21, 1949. 

Mr. Tarr. Title I, dealing with urban redevelopment, as I read it, 
authorizes $1,000,000,000 in loans and $500,000,000 in grants. The 
$1,000,000,000 should be paid back, I should think, in all cases, within 
5 years from the time it is loaned. So I should say that the net cost 
to the Government would be $509,000,000, so far as the program goes. 
Asa matter of fact, I think it should be recognized that if the program 
is a success—and it is an experiment; I do not know how this plan of 
cities buying up property and redeveloping will work—the $500,000,- 
000 will not go very far, but we can see, after we get through, whether 
it has apparently been worth while or not. That ends that obligation 
so far as title I is concerned. * * * (p. 4930) 

* * * Let us say a city buys a considerable amount of property. 
The Government gives it the money with which to buy that property. 
Then the city turns around and sells that property. The city may sell 
the property to itself, or it may sell the property to the county, or the 
school district or to private parties. Then the city pays the proceeds 
back to the Government. But the Government, in this total program, 
permits the retention of $500,000,000 of what has been paid out by the 
Government. The municipalities which have purchased such prop- 
erties will probably not sell the properties for more than $500,000,000. 
They pay the Government back what they get out of it. The Govern- 
ment is financing a turn-over operation, and the Government says it 
will pay two-thirds of the net cost of that operation, not to exceed 
altogether $500,000,000. (p. 4930) 


i S @ Ps ® ‘ { 
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(Excerpts from Congressional Record, May 27, 1949, pp. 7076-77) 


RESOLUTIONS OF EASTERN COLLEGE YOUNG REPUBLICAN POLICY 
CONFERENCE 


Mr. Scuonrren. Mr. President, I ask unanimous consent to have 
printed in the body of the Record resolutions adopted by the Eastern 
College Young Republican Policy Conference, at Yale University, 
New Haven, Conn., April 30-May 1, 1949. * * * 


* * * Therefore, we urge that the actual slum-clearance programs be initi- 
ited by local communities, who shall have the option of doing the job themselves 
or hiring private contractors to do the job for them. 

Since, however, local communities rarely have the resouces to undertake 
grojects of this sort, we urge that the Federal Government issue them loans 
ind grants for this purpose. * * * 


(Excerpts from Congressional Record, June 22, 1949, pp. 8295-6) 


Mr. Marrin of Massachusetts. * * * We all have a natural con- 
cern for clearance of the slums in the big cities of our country. They 
ure manaces and a threat to our national health. These slums should 
and must be cleaned up. And the Federal Government will be 
obliged to aid or else the job will not be done. Communities are 
-eluctant to clean up their own messes. Yet they must not be allowed 
(0 step out of an obligation which primarily belongs to them. After 
ull, slums are man made. They occur chiefly because of a laxity on 
he part of city authorities. Landlords are permitted to exact rentals 
from the poor people and then are not obliged to keep up their 
oroperty. Here is where should come the first step in the needed 
-eform. Cities should be required through ordinances similar to 
hose in Baltimore to take the initial step in slum clearance. It is 
‘emarkable how much can be done. Old, unsightly buildings can 
9e repaired, renovated, and remodeled. ‘They could be made in some 
nstances better than new homes. One need only point to what has 
een accomplished in Georgetown in the Nation’s Capital. The job 
‘an and must be done, but it can only be effective through the driving 
force of local public opinion. 

There is another side of the slum-clearance picture, too, we must 
onsider. How enormous will be the job? We should know the 
whole story before departing upon a venture that could be 
yverwhelming. , 

I am afraid from my own observations that some of the veterans’ 
ousing that has been constructed under Government supervision will 
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last only a short time. A few years hence there well may be suburban 
slums that we will be asked and with direct obligations to clean up 
because we put them there. The whole problem is one that must 


be thought through. 
JUNE 24, 1949. 


Mr. Spence. * * * How are you going to get rid of the slums 
except by Federal contribution? There is no way in the world to 
do it. * * * It is said that we should put the slum-clearance matter 
back on the cities. But the cities cannot do it. I have represented 
three or four cities in my time. I know the limitations of the cities. 
They are the creatures of the State. They are organized by the State, 
their charters are granted by the State, and they are limited in their 
activities under the State constitution. For instance, in the State 
of Kentucky a municipality is limited in its tax rate, it 1s limited in 
its indebtedness, it is limited in its expenditures. In every other 
State in the Union I think you will find similar provisions. If we 
put this back on the cities we will have no slum clearance. 

Let us look this matter in the face. You have either got to proceed 
in the way provided by the bill or you have got to let the slums 
continue, you have got to let men who have no houses remain without 
homes or with their in-laws and their relatives. * * * 


STATEMENT OF HON. WILLIAM O’DWYER, MAYOR OF THE CITY OF 
NEW YORK, PRESENTED BY GEN. THOMAS F. FARRELL, CHAIRMAN 
OF THE NEW YORK HOUSING AUTHORITY 


(Excerpts from House Hearings on Housing Act of 1949, May 6, 1949, 
pp. 522, 523 and 527) 


* * * * ’ * * * 
[General Farretzi] “The provisions for slum clearance redevelop- 
ment are satisfactory. They provide an excellent opportunity for 
extensive redevelopment, largely by private enterprise, of worn-out 
sections of our city. 


Without the Federal aid provided by the housing bill, there is little hope of 
clearing the slums and providing homes for low-income veterans in any of our 
major cities. The costly job cannot be done by private builders at present costs. 

* * * * “a x * 

Mr. Mutter. General Farrell, the question has been raised here as to whether 
or not the cities and States can carry on the slum-clearance and public housing 
program on their own. Am I right in saying that Governor Dewey, who is rec- 
ognized in our State as the outstanding Republican of the State, and Mayor 
O’Dwyer, who is certainly a leading Democrat of the State, are both in agreement 
that neither our city nor our State can carry on this job without Federal aid? 

General Farrevy. I think that is right, Mr. Multer. New York State has con- 
tributed largely to the program. We are now in New York City carrying out 
programs either under way or which will be under way, which will total some 
$360,000,000, with State aid. 
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The State legislature this year has passed an additional $300,000,000 authori- 
zation which will be voted on this fall. New York City will get out of that some 
$250,000,000, making a total of about $600,000,000 of State funds, largely after 
the war, in New York City for housing. 

New York City itself has gone to the full amount of its debt limit in its own 
programs and in supporting the State program, to a total of $328,000,000. That 
is the ultimate of its constitutional authority to aid housing. 

Still, with those programs, there remains a vast amount of old housing, and 
there is a great shortage of housing for people in the low-income bracket. So I 
think the answer is that without Federal help the program will be insoluble for 
a long time. 

* ok * * * * * 

Mr. Cote. Do you envision the complete elimination of all the slums on Man- 
hattan Island? 

General FARRELL, No, sir; not for a long time. I envision the elimination of 
the worst of them, with this program, the State’s program, and the city’s program, 
over the next 10 years. But there are 400,000 old tenements in the city of New 
York. Some have been improved, but it is going to take a long time to get rid 
of them all. 

Mr. Cote. I think that from what I know of your program, New York City and 
State have been doing a very fine job. I think some of the other cities in the 
country could well take note of your municipaiity’s operation, because I do be- 
lieve you are attempting to do what you can, within your limitations, locally. I 
do want to comment, however, on your statement about the total authorized limit. 
There may be some question of how far you should extend that authorization, or 
the restriction, on levies for public housing. I do not know how far you can go. 

* * + cS * * * 


STATEMENT OF HON. THOMAS D’ALESANDRO, JR.. MAYOR OF 
BALTIMORE CITY AND CHAIRMAN OF THE STANDING COMMITTEE 


ON LEGISLATION 
(Excerpts From House Hearings on Housing Act of 1949, pp. 5386-537) 


* * * * * * % 

Mayor D’ALESANDRO. It has been said that housing and slum clearance are 
local problems and should be handled directly by the cities and States without 
Federal assistance. I am not going to debate the theoretical merits of this ques- 
tion, but I will say that without Federal assistance nothing effective will be 
done, except in a few of the wealthier States. The areas which have the worst 
housing needs are those which are least able to help themselves. The problem is 
one of the most urgent domestic issues eonfronting the country. For the Fed- 
eral Government to turn the whole matter back to the States and cities would 


represent an indefensible neglect of its proper responsibility for the national 


welfare. : 
I have so far spoken mainly about public housing, because it has caused more 


controversy than any other aspect of the proposed legislation being considered 
I do not, however, want to overlook two other items included 


this committee. 
es redevelopment and middle-income 


in this bill or in other pending legislation : 
housing. 


My support for public housing is not inconsistent with my belief that private 


enterprise should be encouraged and assisted to handle as much of the housing 
and slum-clearance problem as it can. Private enterprise has not heretofore 
been able to operate in slum areas pecause of the high cost of existing properties 
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and the difficulties involved in assembling an area sufficiently large to be usable. 
Redevelopment, as proposed in Title I of H. R. 4009, provides a formula to over- 
come these difficulties. Use of this formula should enable private enterprise to 
assume a portion of the job of slum clearance. 

The necessity for Federal assistance to redevelopment is illustrated by our 
experience in Baltimore. The Baltimore Redevelopment Commission was one 
of the first to be created in the country. Hight official redevelopment areas have 
been established, covering a total of about 400 acres. These areas represent 
only a portion of our total slum areas. Last November the city overwhelmingly 
approved a $5,000,000 bond issue for redevelopment purposes. This is the most 
that the city can afford, and yet it will serve to treat only one—or, at most, two— 
of the eight areas. H.R. 4009, if adopted, will, in effect, triple our resources and 
enable us to use private enterprise in tackling a real job of slum clearance. 


* * * wy & * s 


STATEMENT OF CARL H. CHATTERS, EXECUTIVE DIRECTOR, 
AMERICAN MUNICIPAL ASSOCIATION 


(Excerpts From House Hearings on Housing Act of 1949, pp. 673-674) . 


* * * % * * x 

In Title I (slum clearance) Federal loans are provided (sec. 102) to finance 
surveys and plans in preparation of projects, to provide working capital for 
undertaking projects, and to finance, on reasonable terms, the redeveloped land 
leased by cities * * * the provisions of section 102 are necessary to make the 
program really work. ; 

Federal grants for slum clearance and redevelopment on the basis of 1 local 
dollar to 2 Federal dollars are provided by section 103, of Title I. The amount 
and the nature of the local contribution are important considerations. I think 
it is fair to say that one-third of the net project cost is all that cities can bear. 
It is very important that a city be permitted to count, towards its contribution, 
the cost of the schools, parks, utilities, sewers, and other public facilities related 
to these projects. These public facilities may be a very substantial portion of 
the total cost of acquiring, clearing, and assembling land, and preparing it for 
redevelopment. The work which must be done by the city will involve redesign 
of street areas which in turn will require new paveinents, Sewers, water mains, 
and other facilities. New schools may be needed as well. Since all these new 
facilities may be the largest part of the net project cost they should surely be 
counted as part of the city’s contribution to the project. This point of view is 
further supported by the fact that one deterrent to present private housing is the 
inability of many communities to finance the extension of sewers, water mains, 
streets, and sidewalks into new areas. 

To the extent that public housing replaces slums or other undesirable areas, 
the cities will get no added taxable value. Therefore the cities will get no in- 
crease in their borrowing capacity. Their revenues would come only from the 
payments in lieu of taxes of 10 percent provided in section 205 (h) of the bill. 

For all these reasons the Federal grant appears necessary as a stimulant and 
ao ee Fe acon els ceive ie the city’s investment in new 

h clear. Unless these facts are recog- 


nized then many cities—perhaps those with the greatest need—could make no 
use of this program. 
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(Excerpts From Congressional Record—June 28, 1949, p. A-4320) 


* * * You object to the extent to which cities and States are depending upon 
the Federal Government for various forms of assistance. As a purely theoretical 
concept I can agree with your objection but a reduction in the present levels of 
Federal assistance must depend upon some reapportionment of tax sources. 
Until some such reapportionment has taken place the only practical approach 
to the problem is that provided in the present bill. I see no point in postponing 
action now while our slums continue to rot. This is nc time to debate academic 
abstractions. 


My support for the housing bill is based upon the fact that it is the result of 
long and exhaustive study over many years by competent committees of the 
Congress and upon my conviction that it represents the best possible method 
presently available for solving one of our greatest domestic problems. I can 
only regard your opposition to the bill as a disservice to Baltimore city and to 
the welfare of the entire country. 

Sincerely, 
THOMAS D’ALESANDRO, Jr., 
Mayor of Baltimore, Md. 


STATEMENT OF CALVIN K. SNYDER, SECRETARY OF THE REALTORS’ 
WASHINGTON COMMITTEE OF THE NATIONAL ASSOCIATION OF 
REAL ESTATE BOARDS 


(Excerpts From Senate Hearings on General Housing Legislation, February 1949, 
p. 414) 


* * * Slum clearance has to be done in cooperation with Govern- 
ment and industry. It is a problem too big for any one community 
to develop, because you have those problems which include the right 
of eminent domain to get that property, to raze it, and then to clear 
it and to resell it for what best use it has. Perhaps that land isn’t 
even good for housing, as you found in Charleston, where some of that 
land wasn’t even good for housing and you wanted to use it for another 
purpose. 

_ That is good slum clearance, good planning, and that is what should 
be provided here, but not to go into a development, if you want to call 
it a slum clearance, of open suburban land. 

That is our point of discussion and our point of disagreement. _ 

Senator Doucias. Then you do not oppose the clearance of slums 


as such? 
Mr. Snyper. With cooperation between the States and the Federal 


Government, no. ba 
Senator Dovucnas. Do you favor Federal subsidies for those 


purposes ? ditgs 

Mr. Snyper. Not subsidies, but a grant-in-aid type of proposal 
where the State and Federal Government get together and work out a 
State redevelopment project, and the State and local communities do 


the job. 


213 


PRESIDENT’S ADVISORY COMMITTEE ON HOUSING 


The State and local community can do that job if it has the help 
of the Federal Government, but the Federal Government cannot run 
it from Washington. By 

Senator Dovenas. You want to put up the money and not protect it? 

Mr. Snyper. Not all the money. 

Senator Doveras. But put up a large portion of the money ? 

Mr. Snyper. Right here it is putting up two-thirds of it. A match- 
ing piece would be 50-50. 


* % * *% o * * 


STATEMENT OF RODNEY M. LOCKWOOD, FIRST VICE PRESIDENT, 
NATIONAL ASSOCIATION OF HOME BUILDERS . 


(Excerpt From Senate Hearings on General Housing Legislation, February 1949, 
p. 536) 


* * * % * ns * 


The type of language appearing on page 3, lines 3-11, and elsewhere 
in this bill would encourage local governments to plead poverty and 
inability to handle their own problems in order to “qualify” for 
what we must term a Federal tax dole. This is unsound, since it dis- 
courages local governments from exercising their own powers in order 
to cure their own slum conditions which are a product of their 
failure to use police powers inherent in their own government 
Prucures, ° <=" ~ 3 


STATEMENT OF THOMAS S. HOLDEN, COMMERCE AND INDUSTRY 
ASSOCIATION OF NEW YORK, INC., PRESENTED BY RALPH BROOKS 


(Excerpts From Senate Hearings on General Housing Legisiation, February 1949, 
pp. 689-690) ° 


co * * *& * *® * 


Federal subsidies for slum clearance should be vigorously opposed 
on several grounds. They invade the proper sphere of State and 
local responsibility ; they encourage extravagance and waste, as well 
as subservience of local governments to the party currently in power 
nationally ; they are apt to cost the taxpayers of a given locality many 
more dollars in Federal taxes than the dollars of benefits allocated 
to their community. 

* % * * * * * 


An impartial expert study of the credit requirements of State and 
local governments might reveal that there is need for creating some 
sort of banking faciilty for State and local governments, perhaps 
some RFC-type or Export-Import Bank-type of institution, if needed 
facilities cannot be provided by private finance. Experience in fi- 
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nancing State and local public works during the depression emergency 
suggests that there may be such a need. 

Proper study should indicate whether there is such a need, not 
necessarily for a slum-clearing revolving loan fund but for any fore- 
seeable legitimate credit needs, and what kind of institution would 
best take care of it. The kind of debt-creating and lending author- 
ity which would be granted to the Housing and Home Finance Ad- 
ministrator under title I would be an unsound way to meet this need, 
if, indeed, it actually exists. 


. * a * * * % 


STATEMENT BY VINCENT J. MURPHY, MAYOR OF THE CITY OF 
| NEWARK, N. J. 
(Excerpts From Senate Hearings on General Housing Legislation, February 
1949—pp. 798, 800, and 801) 
* * * * * * * 

But entirely aside from the moral point of view, our failure to 
eliminate the slums and provide decent low-cost housing is a criminal 
economic waste as well. 

Private enterprise, in the final analysis, pays the tax bill for our 
Government whether that Government be national, State, urban, or 
rural. Private enterprise, therefore, is paying millions of dollars a 
year to continue the slum conditions and the attendant vice, crime, and 
disease. It is paying far more than it would cost to remove these 
conditions and create the satisfactory living conditions that would 
make our American working people comfortable. * * * 

With our limited tax base and capacity for the issuance of bonds, 
we cannot engage in this vast project without your help. If you will 
give us, and all American cities, a substantial start, our ultimate sav- 
ings will enable us to finish the job. There is only one possible 
solution—action at the Federal level for the good of all of the people 
of the United States. * * * 

We have a problem. A year ago we passed a Redevelopment Act 
in the State of New Jersey. That act passed the right of the 
municipalities to participate in private enterprise in the clearing of 
slum areas. The Prudential Insurance Co., which is a very large 
insurance company in America, was unable, even with the contribution 
by the city, of purchasing the land. As their part in participating 
in eliminating the slums, they were unable to bring the costs per room 
down below $20. With that kind of a condition it is Just utterly im- 
possible to go ahead with any elimination of slums in the city of 


Newark. * * * 
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STATEMENT OF ALDERMAN ALFRED C. HASS, FIRST WARD, CITY OF 
MILWAUKEE, CHAIRMAN, COMMON COUNCIL COMMITTEE ON 
HOUSING, HARBOR, BRIDGES, PUBLIC PROPERTY 


(Excerpts from Senate Hearings on General Housing Legislation, February 
1949—p. 807) 


As an alderman and as chairman of the housing committee of the 
Common Council of the city of Milwaukee, I am prepared to attest 
to the fact that few problems, if any, have ever given greater concern 
to the community than have housing and blight elimination. Within 
its means and financial ability, the city of Milwaukee has shouldered 
the responsibility of helping itself and is prepared to continue to do 
so in the sincere hope that the Federal Government also will recognize 
the problems that exist so that a joint and concerted effort may be 
made in the application of the necessary remedies. : 

The city of Milwaukee, like all older urban communities, is con- 
fronted with the~problm of dealing effectively with the decay of its 
residential areas, commonly spoken of as blighted. It is generally 
recognized that blight spreads from dwelling to dwelling, from block 
to block and finally from neighborhood to neighborhood. It eventu- 
ally destroys not only the best in property values but equally much of 
the best in human values. Blight is the result of a lack of vision and 
of neglect. The evidences of blight in practically every older section 
of the city are so abundant as to become a matter of common 
knowledge. 

In attempting to cope with our own problem in Milwaukee, we have 
recognized that two methods of approach must be taken. The first is 
to stop the growth of blight by the application of regulatory ordi- 
nances in such areas where the problem is particularly severe. The 
second approach is that of reclamation by demolition and redevelop- 
ment of such areas where ordinance enforcement is of little use. It is 
for the accomplishment of the latter that the city of Milwaukee is 
prepared to issue $2,500,000 in general obligation bonds, and which, 
to have any far-reaching effect, must be matched by funds other than 
the city is able to provide. It is for this reason among others that I 
urge the passage of bill S. 188 to make possible the use of Federal 
funds to assist communities which like Milwaukee are prepared to 
assume their share of the cost of rehabilitating their blighted areas. 

Deteriorating neighborhoods represent declining taxable values. 
Declining taxable values, however, do not imply a declining cost of 
municipal services in such areas. On the contrary, cost of schools, 
fire and police protection, health protection and other municipal serv- 
ices and facilities must be extended to such areas at a cost which is 

entirely out of proportion with the tax revenues derived therefrom. 
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It is my opinion that we have already too long deferred facing this 

problem and recognizing it for what it is; namely, a continuing drain 

of public funds in the subsidizing, not of decent sanitary housing, but 

of run-down substandard and unsafe housing as well as neighborhoods. 
* * & * % * 2 
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Exuiptir 10 


A STATEMENT ON PROBLEMS AND CAPACITIES IN LOCAL FINANCING 
OF SLUM CLEARANCE — 


Time and the cost would not permit the accumulation of fiscal 
statistics covering the entire country. It has been decided, therefore, 
to give examples using cities actually engaged in slum clearance and 
with varying populations, financial resources and location around the 
country. The attached statistical summaries of a sampling of cities 
now engaged in slum clearance under Title I financial assistance repre- 
sent a distributign based upon both size. and geographical location. 

The sample covers 14 cities with populations ranging from 102,000 
to 7.9 million in which 28 Title I projects are now (September 30, 1953) 
under contract with aggregate net project costs estimated at $139 
million. On the average, these projects will clear only 3.3 percent 
of all the dwelling units in the 14 cities reported substandard by the 
1940 census. In only 3 cities will these first Title I projects make sub- 
stantial progress in attacking the problem. Norfolk is clearing 20 
percent of its 1940 total of substandard units, San Francisco 12 per- 
cent and St. Paul 8 percent. 

In using the attached statistics for individual cities, it is well to bear 
in mind a number of limiting factors which should enter into any 
judgment as to the capacity of a community to finance the loss in- 
herent in almost any slum clearance project. 

Substantial percentages of a city’s revenue must be devoted to debt 
service, police and fire protection, sanitation and water supply to men- 
tion a few. Other portions are earmarked for education, pensions, 
welfare, relief and soon. The tremendous growth in motor traffic has 
touched off fierce competition for funds with which to finance costly 
highway improvements. Many of our cities are pressing hard on 
debt ceilings. Many more must function under limited taxing power 
particularly when, as is so frequently the case, the limit is on taxes 
for operation. 

Apart from the foregoing, the cost of nearly everything a city buys 
has risen much faster than municipal tax revenue sources could 
respond. And there is the further limitation imposed by the States 
upon available sources of taxation. 

This squeeze becomes more striking when it is realized that for all 
_ local governments property tax revenue is only 90 percent greater now 
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than in 1932 while prices paid by governments are up about 145 per- 
cent. (Foreword, U. S. Conference of Mayors Report “Municipal 
and Intergovernmental Finance 1932-1942-1952.”) 

Basically, cities rely heavily upon property taxes for operating 
funds. Partly because of statutory limitations and partly because the 
assessment base—or grand list—lags in its response to rising prices, 
this major portion of a city’s income falls behind in the race with 
costs. 

The $139 million aggregate net project costs for clearing 8.3 percent 
of the substandard units in all 14 sample cities may be compared with 
the combined net debts of the 14 cities, which amounted (latest reports 
for each city; dates vary) to some $3.2 billion dollars, and with their 
combined revenues from all local sources, which amounted to $1.6 
billion. Let us assume for the moment that to clear all the 1940 sub- 
standard units in these 14 cities would take on the order of 30 times 
the $139 million aggregate net project cost for the 28 projects, or a total 
of $4.2 billion—which is 129 percent of the 14 cities combined net debt, 
and represents their combined local revenues for more than 21% years. 
(See attached notes.) 

In summarizing the recent report on “Municipal and Intergovern- 
mental Finance, 1932-1942-1952,” Paul V. Betters, Executive Direc- 
tor, the United States Conference of Mayors, states the following 
conclusion : 

“Local governments have had to face the problem of increased prices 
and costs, as well as expanding needs for essential public services, 
with much less sensitive and flexible tax revenue sources than either the 
States or the National Government. 

“This problem has been particularly serious for municipalities, 
which have benefited less directly than other local governments from 
grants-in-aid, and which face major needs and demands for moderni- 
zation of urban transportation facilities and municipal plant.” 


NOTES TO ACCOMPANY STATEMENT 


1. Total local government revenues increased less than threefold in 
the 20 years, 1932 to 1952, while gross national product and total per- 
sonal incomes increased over fivefold. In the same period, State reve- 
nues increased over sevenfold and Federal revenues more than 25 
times. (Table 5 and text on pp. 10 and 11 of the U. S. Conference 
of Mayors Report “Municipal and Intergovernmental Finance 1982-— 
1942-1952.”) 

2. The following summary provides a standard to judge the per- 
centage distribution of local revenues by broad sources, aS given for 
each city in the attached statistical summaries. 
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Sources of 1951 Revenues of 41 largest cities 


[Population over 250,000] Percent 

From property tax_--_-----_-~--------------------=-----=--+----------- y 
From. nonproperty . taxX1—4.+-4--35---s-4e+- A aim Me ot Be 

From other local sources____-_-----------------------------------~---- By 4 

Total trom ail local sources. -- = [veo s 22 SoS ------------------- 100 

From State aid, shared taxes, ete_._------------------------- ‘iTV IOLeSE 27 

Mote Lo Gity, ROOTS Be tek atc te ee ee tfEt heen, ST 

(Table 18 of Conference of Mayors Report, supra.) . r 


3. Total city revenue per capita varies widely with the functions 
performed by the industrial cities. Total revenue ( excluding utility 
and insurance trust revenues for which per capita details are not 
available) for the largest cities averaged $75 per capita in 1951. The 
peak was $186 and the lowest $30 per capita. (Table 32 of ) aT Bee 
City Finances in 1951,” U.S. Bureau of Census.) 

Norfolk (fiscal year ended Dec. 81, 1952), population, 213,518. 


Debt: 


National me- 
In millions| Per capita dian cities 
of dollars Norfolk 100,000 to 
Grossidirect=. 2. eumaeee ets ee Pa ie Ee eee ASST tle oe See |e ee ee 
ING @UnCCte. ofan eee one tee ee ek se a oe ee ee eee 25.4 $119 $55 
Ovetlaopiigeet so. eee vo eee. 1 as ee None (1) (4) 
Debitbundemsetey sist! bes eee thy Ce OC eae a See 25. 4 119 81 


1 See comments. 
Peak debt burden $25.4 million in 1952. Low point $13.7 million in 1945. Increase 85 percent since 1945. 


Open borrowing capacity $10.2 million inside debt limitation (excludes utilities) which is 18 percent of 
assessed value. 


Assessed value.—$295 million. (Said to be 63 percent of actual 
value.) Continuous annual increase since 1939 (or earlier) when as- 
sessed value was $150 million. 

Tax rate.—$27 per $1,000 of assessed value, or about $17 per $1,000 
of actual value. Same rate since 1949 (or earlier). No limitations 


on property taxes. ‘Tax collections poor, with delinquencies double the 
national experience. 


Revenues: 





| In millions 
of dollars | Percent 








Property taxes 


Newevcncrly amen ee ee ee oe 

Wie GeucDlS—.comemend cee) tet en eee kA E iO TIT Rae ee, 3.1 17:1 

Other docalisouneedss: ¢ 52) dageelysige tao ols hoe oe ted. 72 cer SLL 2:5 13.9 
Local subtotal. wongseo. fice er eeeteson! eal. bens 

Shite ald ote. Re ee Re LS MORMON 70+ HAL a i, Mat soe. 7 
City togal: 222 pee arecte, sate tere ere eet meme to ean y eee Petes 20.0 1 $94 


Sa 
1 Per capita. 
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Expenditures—$18.3 million. Surplus—$1.7 million. 

Comments.—As is the rule in Virginia, the city of Norfolk is entirely 
independent of any county or taxing district. The city itself handles 
all local governmental functions except for the sewage disposal sys- 
tem, two bridges and a tunnel, all financed with revenue bonds. How- 
ever, something over half the charges for operation and for service of 
the $8 million debt of the sewage disposal system are paid by Norfolk- 
taxpayers. The city pays an annual fee, based on vehicular counts, 
to keep one of the bridges free of tolls; in 1953, the fee payable by 
Norfolk was budgeted at $400,000. 

Norfolk has a heavy debt—some 150 percent of the median for cities 
of its size—but has been able to carry the debt without evident strain 
due to the continued strong expansion (Navy, shipyards, World War 
II, Korea, etc.) of its property tax base and also even more importantly 
due to the development of broad revenue sources to supplement prop- 
erty taxation. In effect, this has permitted Norfolk to hold down 
property taxes and still make substantial capital outlays. Whether 
the new tax sources will carry the expanded debt through a recession 
remains to be seen. In 1932-34 and again in 1940-42, Norfolk was 
forced into extensive refunding and debt reorganization to handle 
accumulated deficits and failure to maintain sinking funds adequate 
to serve the debt then outstanding—which was about $154 per capita 
in the early thirties and $111 in the forties, as compared with the 
present $119 per capita debt. 

The large Title I project now well underway in Norfolk involves 127 
acres with $8.6 million estimated gross project costs and $5.6 million 
estimated net project costs. | 

(Analysis largely based on Dun & Bradstreet, Inc., October 7, 1953, 
Municipal Credit Survey.) 

Providence (fiscal year ended September 30, 1952), population, 





948,674. 
Debt: 
or 
National 
Millions of | Per capita | median cities 
dollars Providence 100,000 to 
250,000 
: G4, Dida renee acters | ee 
Ginasid noe tetas ete ee estas ee ee 
Ret tahoe ee ettens wo--4+-eeiiise-4i-t------=---- Seg eee se $174 $69 
VONIIWMNG 4. oftiedeoié...-segtiehty-beo-829-=---7--"- "5° ==") ee oe lias pies | eae en 
WOULUMERUCHE «20-2 boone ns-seee poco nasa ea= een sssaeass 43, 4 174 | 97 





Low point $37 million in 1948. Increase of 17 percent since 1948. 
borrowing capacity. Nominally the debt is limited to 3 percent 
authorization of the State finance director. The net debt 


Peak debt burden $48 million in 1941. 
No clear statement available as to open 
of assessed value, but this may be exceeded by 
now exceeds 3 percent of the assessed valuation. 


221 


PRESIDENT’S ADVISORY _COMMITTEE ON HOUSING 


Assessed value—$617 million. (Said to be 80 percent of actual 
value.) Continuous slow increase from $489 million in 1936, 

Tax rate—$29.40 per $1,000 of assessed value which is about $23.50 
per $1,000 of actual value. The $25 tax limit does not apply to debt 


service. 


Revenues: 
In millions 
of dollars Percent 
Property taxes’. 22s 2 25 oe a oe = Se a eee SRE Se $18.3 88. 4 
Nonproperty taxes: = 20 =. 4 see ee eee aes Saas eee ae er cone 5 2.4 
Other ‘local’sources £21 if 2GhiEeP LEE SBOE Sie 3 Eee ts EOS REE Lg 972 
ocal:subtotal. 22102 bi Fa) AILS eS 5 A. [eae are 20.7 100 
SUSOiIG OlC cera. - oe wes eee a gee eee eens aa ap a ee 4 BO Hee nceses pace 
OTE VatOtel sa - coe en se eee eat ae ee ea ee ee ie tay oes Sk oe eee 25. 6 (4) $103 


1 Per capita. 


Expenditures—$25.5 million. Deficit—$0.1 million. 

Comments.—Providence is free of any overlapping local govern- 
mental unit. The debt is heavy—practically double the median for 
cities in its population group. Dependence on property taxation is 
far too great for comfort. Nevertheless, the actual tax rate is dis- 
tinctly low for a New England city of this size. The relatively large 
amount of State aid and shared taxes is less closely earmarked than 
in most cities. 

The Title I program in Providence has commenced with a 9-acre 
project for which gross project cost is estimated at about $940,000 
and net project cost at $650,000. Two more projects now pending 
(out of a much larger number in various stages of planning) would 
bring totals to 27 acres with combined gross project costs estimated 
at $3 million and net project costs at $2.5 million. 

(Analysis largely based on Dun & Bradstreet, Inc., August 17, 
1953, Municipal Credit Survey.) 

Nashville (fiscal year ended December 31, 1952), population 
174,307. 








Debt: 

et National 
In million | Per capita | median cities 

of dollars Nashville 100,000 to 

250,000 
eaecirect Petar: =) -adob est lale pipe 54. cede on. aise esac 48 

Oe Gitect 1. Palais: seid ohare oad to gathexterlisce ach toy MG atid togldlitew bessmaneeBe 
ON sOUINg. / eeeae nag Sete Gee ie Saige 5.0 (1) hice (1) 6 
Coen USOC See es at i 30. 3 174 99 
en ey OG ee ee EE LSE ee SRP EEEN oe e 


1 County only. 


Peak debt burden $19.8 million in 1953 Low poizt $10.9 million in 1945. Incre i 
) 9.8 D 1958. Lc : 3 ase 55 pe ° 
‘ Open borrowing capacity is $21.8 million with $6.7 bonds authorized but not issued, cit ae 
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Assessed value.—$272 million. (Said to be 60 percent of actual 
value.) Up 78 percent from low point of $153 million in 1935. 

Tax rate—$40 per $1,000 assessed value. (City limited to $11 
per $1,000 for operations. No limit for debt service.) This is up 
from $34.40 in 1951 and is about $24 per $1,000 of actual value. 


Revenues: 
Millions ; 
of dollars Percent 
NO RC CO oo ooo ion cw ew css Sed ese sce eutawsun 
EE See eres eeenenmeresties es eine rea 2h He 
meee tia Ctseeee se. ee eee ee eee 2.5 42. 4 
PG a NURS VNR S ee FI rs oct ta ratiarcha hartann acre ramen acter Seopa aoe aie ae 
eee ee ee ee ae — 
CA OE a a 2 ee a a ae ec ao aa) ee eas 6.8 1 $39 


1 Per capita. 


Eependitures—$7.1 million. 

Deficit.—$300,000. 

Comments.—Revenues and expenditures for school debt service, 
pensions and park purposes are outside the above computation. 


Nashville’s per capita debt is considerably higher than the median for 


cther cities in its population class but tax collections are fairly good 
and it operates on or close to a cash basis. However, appropriations 
for 1952 exceeded revenues with a resulting deficit. tevenue sources 
are well diversified with less than usual reliance on property taxes. 
State aid increased in 1947 through sharing in the newly inaugurated 
State sales tax, income and liquor taxes and a contribution for teachers’ 
pensions. 

Nashville’s first title I project involves 67 acres with gross project 
cost estimated at $10.5 million and net project cost at $7.8 million. 

(Analysis largely based on Dun & Bradstreet, Inc., August 18, 1953, 
Municipal Credit Survey.) 

Little Rock (fiscal year ended December 31, 1951), population 
102,213. 

















Debt: 
National 
Millions of | Per capita, | median cities 
dollars Little Rock 100,000 to 
250,000 
| a 
Gross divect...-. ---.-----<-<-7--- 2-2-9060 ‘ Npipeeew= rit on iii 
ING Perec: SRO INL Tala 228 were een ee 2.8 (1) (1) 
Overisnping.._..5.---»----------7-¢ =p e (FS as ans Se: 4,9 59 81 
Dit budapest ener 2 
i eS i et 
i Mostly school district. 


Peak debt burden, $5 million in 1930. Low point, $3.1 million in 1947. Increase 58 percent since 1947. 
No statement available as to debt limitations, ete. 
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Assessed. value—$73.5 million. (Said to be 35 percent of actual 
value.) Up almost 100 percent since low point of $37.5 million in 
1934. “4 

Tax rate.—(Severe limitations: 5 mills for service of new borrow- 
ings, plus 3 mills for 1924 funding bonds, total 8 mills for debt service ; 
5 mills for operations; 3 mills for pensions and library; grand total 
16 mills, or $16 per $1,000 of assessed valuation.) Tax rates per $1,000 


of assessed value: 





Clyne hs ie ee eee Se ee eee $11. 80 
School 2222.3 eS ee oe ee eae eee ome ae reas 32. 00 
COUNIY .. 22 Se Pao Set ee ee eee ee 5.. 20 

MOE te es ee ee ae * 49, 00 


1 Per $1,000 of assessed valuation, or about $17 per $1,000 of actual value. Assessment 
of property and collection of taxes are handled by the county. Tax collections have been 
very poor, with delinquencies running 2 to 3 times the national experience. 


Revenues: 
Percent 
Property waxesicioss cass tees = ee eeen tee re eee eee ee ee ee $706, 500 34.6 
INJOMPRODCREYs UAXCS ==. == = e= ae Boas Miss Sea ae Se ee etn Saat 576, 436 28.3 
Other localssourcesie. oss sz: St ee be ew Se, ee ee es bee 756, 124 37. 1 
Local subtotal eos ore he eed cel eee ee es Sh ee he 2, 039, 060 100 
UEC ANG cae ee ee a a a a to Se gs See ne C9 - 3  | eaialis eailmy Be 
CityabOtale oreo oacse se weune te Bafana a) shee See ee ae Ie ne a 2,461, 675 1 $24 


1 Per capita. 

The above 1951 total city revenues were sharply below the $2,859,022 total for 1950 and even below the 
smaller total for 1949. Principal changes from 1950 were $200,000 drop in property taxes (due to rate re- 
duction) and elimination of $103,000 in county road aid and $139,000 in airport fees. 


EFapenditures.—$2,418,939 in 1951. 

Deficit was $47,796. 

Comment.—lLittle Rock defaulted on general obligation bonds in 
1930 but was able to cure the defaults by 1934. Since then, forced 
refunds were resorted to in 1985 and 1988. While the debt burden 
bas been rising since the close of World War IL, it is still relatively 
low. Progress has been made in developing nonproperty tax revenue 
sources, but the city still suffers from the county’s handling of assess- 
ments and property taxes. Little Rock is underway on its first Title 
I project covering 40 acres with gross project cost estimated at $2 
million and net project cost at $1.7 million. A second project in the 
planning stage would bring totals to 149 acres with $3.2 million esti- 
mated gross project costs and $2.6 million estimated net project costs. 

(Analysis largely based on Dun & Bradstreet, Inc., January 21, 
1953, Municipal Credit Survey.) 

Newark (fiscal year ended December 31, 1951), population 488,776. 


» 
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Debt: 








National 
Millions of} Per capita, |median cities, 
dollars Newark 250,000 to 
Grea nGmbObeae one ee evi? chk i 4 ee 53.8 
a Nn le ke oe eee es 5 ae $56 
Clger tee ete pecan eee toe es es LF EES 94" <County) “ee 
DECC EL 2 ee es es acer Praca eS inane ane nn 48,2 $110 102 





Peak debt burden $123.2 million in 1933. Low point $48.2 million in 1951. Reduction 60 percent, almost 
continuous since 1933. 


There were $23.6 million bonds authorized but not issued. (No statement as to debt limitation and open 
borrowing capacity.) 

Assessed value-—$695 million. (Said to be 75 percent of actual 
value), 30 percent drop reflecting almost continuous decline from $962 
million peak in 1987. | 

Tax rate—Overall $76.50 per $1,000 of assessed value, which is 
about $57 per $1,000 of actual value. (No statement as to tax rate of 
city alone.) The overall rate has been climbing each year since 1948 
(or earlier) when it was $65. Tax collections have been poor, with 
delinquencies almost double the national experience. 





Revenues: 
In millions 
of dollars | Percent 
STO DCHUVAUAX CS Semen tee eos a eo Sac ce ee dec cs Jucace cee eee eee 24, 2 68. 4 
RUGM DEGDON UNA OS meee reece geese wrec esr e gers cremate an sees ndueiben aan 6.1 172 
@iNGnNOCAMSOURGCOS 55 22h = 5 oe = a he ee ewe oes cccesece aes soe ee eee ee iil 14, 4 
ocalisabtetal. ...b-seeewseeeeeee eee cee SEroMevereiedetern tee 35. 4 100 
State cid. 42 eee no ee ee eee ete @)orr | lagad oes 
Gitgigriee. — ... - beeen 35. 4 (2) 
1 None reported. 
3 Per capita, $89. 


Expenditures—$34.4 milion. Surplus—$1.0 million. 

Comments—In common with most other northern New Jersey in- 
dustrial cities, Newark suffers from excessive dependence on property 
taxation, declining assessed valuations and the onerous requirement 
that the city, which collects all property taxes, must remit the full 
amount of school and county tax levies, regardless of delinquencies. 
This last in effect cost Newark some $1.3 million in 1951—on top of its 
own $1.5 million unpaid taxes. 

Despite these handicaps, and due in no small part to close State 
supervision under the Cash Basis Act, Newark has made good prog- 
ress in debt reduction and budgetary control. ; a yes 

The Title I program in Newark involves 43 acres in 2 projects now 
underway with combined gross project costs estimated at about $9.5 
million and net project costs at some $7.9 million. 
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(Analysis largely based on Dun & Bradstreet, Ine., December 11, 
1952, Municipal Credit Survey. ) | 

New York City (fiscal year ended December 31, 1951), population 
7,891,957. 





Debt: 
a National 
In millions! Per-capita neds 
edian cities 
of dollars. | New York over 500,000 
ATOSS Creche sete JO ad Ze aes OY) _ DSA I SS 3, 250. dbo ncdilige A £es Srous rad P._- 
INR GhiRNOP 5 See ee ee ee ee eee ee 2, 010. 6 i $255 $84 
Oma Mee fh fe. fo Sain a wea see eae ao a me eas eee ner None i  Mewen eee eee 
MOD tbUTOlmeeers =e eee ek ge ee ls See 2, 010. 6 $257 $113 





1See comments. 


Peak debt burden $3,250 million in 1952. Low point $2,857 million in 1947. Increase 87 percent.. Open 
borrowing power practically exhausted. 


Assessed value.—$18.8 billion. (Said to be 98 percent of actual.) 
Dropped from 1932 peak of $19.6 billion to $15.8 billion in 1945. 

T ax rate.— (City limited to $20 per $1,000 for operations, no limit for 
debt service.) City—$30.80 per $1,000 assessed value—same for actual 
value. 

* Overall.—Same. 





Revenues: 
In millions 
of dollars Percent 

ero Wen ymax CSeseceeeat sem ese Sac ek ake. ee oa eee ae nae ee ee 567. 7 56. 6 
INGIOLODCROVRUANOS rCUG tema aeee. 2 2 8 3k ee ee eee Bo 187.8 19.1 
Opera OCAlISOUTCO Sheets eee ene a yc a ee i Seen ee ee 240. 5 24.3 

Local subtotal RNIN ee ne Pare es 2S tk Ne et Le 995.8 1 
Sheer ey CG els a es ee so ha oS aig ata ate ee Oe Be Ree Sa ois ee, 255. 7 Ks 

(Onin HO) Ray ie Le Be ae ae ee UES. Yl ok ey eee Se ene Be 1, 251,.5 1 $158 

Percapita, 


Expenditures—Total $1,240.4 million. Surplus—$11.1 million. 

Comments.—Unlike many other large cities, all functions in New 
York (except transit bridges, tunnels, airports, etc.) are handled by 
the municipal government itself. The appearance of a balanced 
budget has been obtained only by devices (characterized by the New 
York Times as “prayer and bookkeeping sleight-of-hand”) such as 
funding the transit operating deficit, underestimating pension re- 
quirements and the cost of the 40-hour week, and overestimating sales 
tax revenues, by advancing quarterly returns so as to show 14 months’ 
receipts in l year. For several years each budget making period has 
produced a crisis and each time the city has appealed to the legislature 
for relief. Usually only partial relief has been forthcoming. In 
commenting on the city’s attempts to broaden its revenue sources, 
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| Dun & Bradstreet conclude “the city’s revenue system is presently 
inadequate for operating purposes.” 

New York City has the highest per capita debt in the country. 
| Lately it has been chronically pressing the upper limits of its legal 
| borrowing capacity and has only stayed within its legal debt limit 
by securing legislative permission to borrow outside the 10 percent 
debt limit for certain additional purposes—such as transit. Of late 
years New York has avoided a public sale of its bonds—which might 
reveal a weak credit rating—by selling all new issues to the various 
city pension funds. 

The Title I program has seven projects under contracts covering 
103 acres with combined gross project costs estimated at $61.6 million 
and net project costs at ‘47.8 million. Three more projects now in 
the final study stage would bring the combined totals to 162 acres 
with $92.5 million gross project costs and $69 million net project costs. 

(Analysis largely based on Dun & Bradstreet, Inc., Municipal 
Credit Survey, dated June 28, 1952.) 

_ Baltimore (fiscal year ended 1952), population 949,708. 





Debt: 

Les ; National 

In millions; Per capita P Pe 
2 : median cities 

of dollars Baltimore over 500,000 
CEROSSOHROCE saat is 4 Oe. ae 4 Soe Beso oo 2 eee 249-8 oe Lo ret SN ees ee 
INGIGInGC Lome et eee on ae ee oh oe on ee eee ee 139 $147 $94 
Ovyenlappingrtccs.. LAUT I so gegil nea None (3) (}) 

DOD EOULGCTIN Seer Mere. eer or ee ee eee 139 147 153 


1 See comments. : ths oO 5: 
Peak debt burden $139 million in 1952. oe point $80 million in 1944. Increase 74 percent since 1944. 


$127 million bonds authorized but unissued. 


Assessed value.—$2.2 billion. (Said to be 75 percent of actual 
value.) Up 83 percent since low point of $1.2 billion in 1937, re- 


flecting a gain each year. 
Tax rate.—City $28.20 per $1,000 of assessed value, which is about 


£91 per $1,000 of actual value. (No limitation on taxes.) Tax collec- 
tions in line with national experience. 








Revenues: 
Tn millions 
of dollars | Percent 
59.0 64.1 
Propertyian_ 38I07. Si 21 2a Dometiscds- Ath A lates feb nite : 
Other local sources_...-------«----=---==s5—+----ceepp pen nn io ee 33.1 35.9 
Local. subtotal. ««<--<.0<ce-pt¢ -29 "== 2 agape ee Cee a4 100 
Statéland Fedéral atd 11). Ui) Les. 22rd. taste iyiddh co dee pentane 2 
CieppotalL Bas. “TO TEL TO LASS Leb enh sak hs. ener Sa 126. 4 1 $133 


2 ee ee, ee Se 
1 Per capita. 
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Expenditures—$122.0 million. Surplus—$4.4 million. 

Comments.—Baltimore City handles all local governmental func- 
tions and has no overlapping county or districts to contend with. The 
city has no arbitrary limitations but the statutory method of borrow- 
ing is cumbersome and time consuming. It must first secure an en- 
abling act by the State legislature and subsequently obtain the approval 
of the city electorate. 

Baltimore’s debt load is moderate and tax collections good. The 
revenue system is well diversified. Financial management has been 
satisfactory. Most of the State and Federal aid is for dedicated 
purposes. Baltimore has now sold all the $5 million bonds authorized 
for redevelopment. os 

It is interesting to note that $70 million of the $128.7 million ap- 
propriated in the 1953 budget is for such activities as schools, welfare, 
debt service and pensions. Only the item for schools could con- 
ceivably contain any funds that might provide some noncash grants- 
in-aid, so cash for other local expenses must come from the $58.7 
million of other operating funds or from borrowing. 

Baltimore’s Title I program is well underway with 60 acres in two 
projects having combined gross project costs estimated at $7.7 million 
and net project costs at $6.7 million. Several additional project areas 
are under study, for which firm cost estimates are not yet available. 

(Analysis largely based on Dun & Bradstreet, Inc., May 6, 1958, 
Municipal Credit Survey.) 

San Francisco (fiscal year ended December 31, 1952), population, 
115,357. | 


» 

















Debt: 
#77 Per capita National 
aie 8, mediancities 
Francisco | over 500,000 
Gross direct Beane eee ete He AS a rm go a ae eis TODOS = Sa eee seks BEND 
Net direct ag SD SO OEY ET oe ee ee ee Rey 0 Peas feb) 120.7 $156 $94 
Cai GE Snes praia GI diem eaaeet Opie teh sphliestaeties dh aits t dod! UN, None ( 
JOS TNC SS GE Oe ee ree ee Se ee Se Oe 120. 7 156 1538 








1 Combined city-county. 
Peak debt burden $120.7 million in 1952. Low point $32.2 millionin 1945. Continuous rapid expansion 


since 1945 has increased debt burden 275 percent in 8 years. Open borrowing capacity $105 million within 
the 12 percent limitation. (Utility debt isexempt.) $38.2 million bonds authored a not issued. 


Assessed value.—t1.2 billion. (Said to be 44 percent of actual 
value.) Continuous increase from $820 million in 1940. 

Tax rate-—$56.70 per $1,000 of assessed value is the total tax rate 
of the combined city-county for 19538. This is down from a recent 
peak of $62.90 in 1951, and is about $25 per $1,000 of actual value. 
Tax collections have been the best of all our larger cities, with de- 
Iinquencies consistently less than a third of the national experience. 
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Revenues: 
In millions 
of dollars Percent 

TGR) 28) LUA, dts 2 premeepemaereneren aime coeeerseeseeatiees feat foe e 70. 6 81.4 
INOROEOMCHE ORR Osan cee te eA ee ae ee eee 6. 5 7.5 
ere ea res. a bon ners nse wean seein eneew enn anenrews 9.8 ileal 

OOS (a nn i ns enamine COMING i: mens BOOB 100 
Plate O0G O00) sae oe Scr ose te ree eee ee 38. 9 (1) 

MO Ete Bote ea, ele dee Le LE ee, ee eee ee 125, 8 2 $162 








1 See comment. 
2 Per capita. 

Expenditures—-$122.6 million. Surplus—$3.2 million. 

Comments.—The City-County of San Francisco is independent of 
overlapping taxing units, and handles all phases of local government 
except the two major bridges, which were financed with revenue bonds. 
(The City-County is contingently lable for 85 percent of any de- 
ficiency in operating costs and debt service of the Golden Gate Bridge.) 
Also San Francisco has for many years benefited from excellent fiscal 
control and management. Furthermore, its position as a city-county 
brings it a larger share of State aid and shared taxes than usual. 
This item in 1952 was up 50 percent from the $24.4 million received 
in 1950. While all State aid is earmarked for specific purposes, it 
included in 1952 some $9.6 for highways of which part could be used 
to support the Title I program. 

Recent rapid expansion of the debt has been supported by a some- 
what slower but solid increase in assessed valuation, and even now 
the debt burden has just reached the median for cities over 500,000 
population. Excessive dependence on property taxation is somewhat 
offset by unusually liberal State aid, and also by the broadening of 
revenue sources, as for example the local sales tax adopted in 1948 
and currently producing some $4.8 million per year, all devoted to 
debt service. 

San Francisco has embarked on a bold and extensive Title I pro- 
gram. The first two projects cover 434 acres and are under contract 
with combined gross project costs estimated at $27.1 million and net 


project costs at $12.3 million. 
(Analysis largely based on Dun & Bradstreet, Inc., June 24, 1953, 


Municipal Credit Survey.) | 
St. Paul (fiscal year ended December 31, 1951) population, 311,349. 
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Debt: 

National 
In millions} Per capita | median cities 

of dollars St. Paul 250,000 to 

500,000 
(CmnOSSICUITOC Tins wie beeen — SE REE Tee ee eee eee! RCO (ee oe see 
cRucxn Cl [Raye 2 Seca SN! be ea pale eel Gene aa ame ett at Ake ptecpeeaian 16.6 $53 $56 
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Mostly twin cities airport. 


Peak debt burden $43.5 millionin 1934. Low point $16.2 million in 1950. Unused legal borrowing 
capacity $41 million including $6.5 school bonds authorized but not ee! 


Assessed value.—$186.4 million. (Said to be 34 percent of actual 
value.) Up 41 percent from low of $182.2 million in 1942. 


T ae rate.—Limitation $332 per capita for city and school operations: 
no limitation on taxes for debt service). 


Per $1,000 of assessed value for city and schools__--_------- $85..48 
Per $1,000 of assessed value for county_.------------------ 29. 98 


Per’ $1000 of assessed’ value“for Statelis aut Ooo a 7.14 


Per $1,000 of assessed value which is about $42 per $1,000 of 
actual property value. Tax collections have been good, 
with delinquencies not much over half the national 


experience. mt fori 'o ay sw ial Ge Seio2 S6Gl it DAP O NGO 
Revenues: 
Millions of 
dollars Percent 
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1 Per capita. 


Hapenditures.—$23.0 million. 

Surplus.—$0.3 million. 

Comments.—A |though too heavily dependent on property taxation 
for comfort in bad times, St. Paul has relatively high per capita reve- 
nues and low debt, with ample borrowing capacity. The majority of 
the funds received in State aid are earmarked for education and wel- 
fare, etc., only about 20 percent is available for general city purposes 
including slum clearance. 

St. Paul’s Title I program has commenced with two projects total- 
ing 122 acres with combined gross project costs estimated at $9.4 mil- 
lion and net project costs at $7 million. 
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(Analysis largely based on Dun & Bradstreet, Inc., August 11, 1952, 
Municipal Credit Survey.) 


Chicago (fiscal year ended December 81, 1951), population 3,620,962. 





Debt: 
pl ge 
National 
Millions Per capita, median, 
of dollars Chicago cities over 
500,000 
RR ee Re agen ke ee PS Papa Ppa i ee es 
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1 Schools, sewers, parks, ete. 


Peak debt burden, $476 million in 1936. Low point, $204 million in 1946. 
Increase 160 percent since 1946. 

Open borrowing capacity, $317 million. (5 percent debt limitation.) 

$81 million bonds authorized but not issued. 


Assessed value—$8,751 million. (Said to be 100 percent of actual 
value. ) 

Tax rate —City, $13.06 per $1,000. (Actual same.) Taxes are un- 
limited for debt service, but restricted to various rates for operating 
purposes. Tax collections have been very poor, with delinquencies 
running four times the national experience. 

Overall.—$35.98 per $1,000. (Actual same.) 


Revenues: 
Millions of 

dollars Percent 
2 RO OMAP OCS.) Sin i Se | Sale eee Ce Lennar Sree Sareea el bee ies eee 40. 4 611 
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1 Per capita. 


Expenditures —Total, $87.8 million, excluding debt service. 

Comments.—Chicago is subject to six overlapping local govern- 
ments, each with the power to incur debt and levy taxes, whose total 
receipts and expenditures exceed those of the city itself. This makes 
comparison with other cities very difficult, and is especially significant 
in evaluating the apparently low net debt. . 

Chicago’s very poor tax collections probably result from collection 
by the County under a system having many “handicaps to efficient tax 
administration” (in the words of Dun & Bradstreet), some of which 
the State legislature in endeavoring to eliminate. Recurring large tax 
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abatements add to Chicago’s revenue difficulties. Regular State aid, 
while substantial, is largely earmarked for specific functions. 

However, several years ago, the State granted $10.7 million in cash 
to Chicago for slum clearance and redevelopment and the city au- 
thorized and sold $15 million bonds for the same purpose. Invest- 
ment of the proceeds has produced another $1.3 million from interest 
received. Of the $27 million total made available by the City and 
State, almost half has been expended, mostly. for purchasing slum 
properties in the first project, so that the $13.7 million balance, plus 
land proceeds estimated at $2.1 million, make a total of about $15.8 
million local funds available to carry on the program. 

Chicago has two active slum clearance projects involving 154 acres 
with combined gross project costs estimated at $21.6 million and net 
project costs estimated at $16.4 million. Four more projects in 
plannning stages could bring the totals to some 300 acres with perhaps 
$35 million estimated gross project costs and $28 million net project 
costs. 

’ (Analysis largely based on Dun & Bradstreet, Inc., March 6, 19538, 
Municipal Credit Survey.) _ 
Jersey City (Fiscal year ended December 31, 1951), population 

















299,017. 
Debt: 
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i County only. 


Peak debt burden, $75.2 million in 1933. Low point $30.9 million in 1951. 
Be oe aun ee but not issued totalled $10.3 million, including 
waterworks issues which are outside the limitation. . PS 

Assessed value.—$484.3 million (said to be 90 percent of actual 
value) for 1952, reflecting almost continuous shrinkage from $600 
million in 1942. 

Tax rate (rate for city is not stated separately )—Overall tax rate 
was $76.50 per $1,000 of assessed value, up each year from $68 in 1948 
and now about $69 per $1,000 of actual value. Tax collections are 
poor, with delinquencies more than double the national experience. 
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Revenues: 
~ | 
Millions 
of dollars Percent 
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1 None reported. 
2 Per capita. 


HLapenditures.—$26.2 million. 

Deficit.—$1.7 million. 

Comment.—In common with most other northern New Jersey in- 
dustrial cities, Jersey City suffers from excessive dependence on 
property taxation, declining assessed values, and enforced shouldering 
of the entire burden of delinquencies for the school and county prop- 
erty tax levies. This last cost Jersey City some $930,000 in 1951. 
In addition to these difficulties which stem from State laws, etc., 
Jersey City in the opinion of Dun & Bradstreet is “a high cost oper- 
ating unit.” The result is one of the highest actual tax rates in the 
country. However, despite these handicaps and due in large measure 
to close State supervision under the Cash Basis Act, budgetary opera- 
tions have been fairly well controlled and debt well administered. 

Under orders from the Interstate Sanitation Commission, Jersey 
City is now constructing a $26 million sewage treatment facility which 
will be financed by a separate Sewer Authority with revenue bonds. 
However, the burden will of course fall on the taxpayers. 

The Title I program in Jersey City covers 29 acres in two projects 
now underway with combined gross project costs estimated at about 
$5.5 million and net project costs at some $4.5 million. 

(Analysis largely based on Dun & Bradstreet, Inc., May 15, 1952, 
Municipal Credit Survey.) 

Detroit (fiscal year ended June 30, 1952), population 1,849,568. 


Debt: 








In millions | Per capita | National me- 
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1 See comments. 


Peak debt burden $28 
BT Et irom ine capacity $216.3 million. $23.2 million unissued bonds have been authorized for 
sewers, airport, memorial! hall, and fire stations. 


6 million in 1932; low point $175 million in 1952; decrease 39 percent since 1932, has 
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Assessed value.—$4.6 billion. (Said to be 100 percent of actual.) 
Up 100 percent from $2.2 billion in 1955. 

Tax rate-——(City limited by charter to $20 per $1,000, but courts 
have held that taxes for debt service are unlimited.) 

City —$22.28 per $1,000 of assessed value—same for actual value. 

Overall —$39.29 per $1,000 of assessed value—same for actual value. 
‘Tax collections have been very good, with delinquencies half the 
national experience. 
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In millions 
of dollars Percent 
EOD OLUY UA ROS eee ea hc ne Re eee ee ee A SR oe Oe eee 91.3 74. 2 
Nonpropertyctaxeszea.7.. sho epee. #e ple, tars Pe rh ee ere 6. 2 6.1 
OCRETIGEAUCOUTCESS foe Seis Se ee aia eR NS Oa a eee eh 25. 4 2050) 
IOCAISUD COLA eee ee ee eo eee ees ee a ee papel ede, * sacs wean * i es 122.9 100 
Stasoraid sees gets. = fx reer ed pest. cee oes bee eee ae ag pe eee eben ele: S DW og Serre ere 
(Cui at OLA te mers. Fe pee ge Ps ele hs on ol re ee eee cess an ed 148.5 1 $80 
1 
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Expenditures—Total $154.1 million. Deficit—$5.6 million. 

Comments.—Detroit has a comparatively simple governmental 
structure for its size. As yet, the only major overlapping debt is that 
of the County Building Authority. However, the city school district 
recently became independent and will issue its own bonds for future 
school construction. , 

Detroit’s economy is notorious for very wide swings. In the depths 
of the depression, the city was unable to service its very heavy debt— 
then $182 per capita. The resultant defaults were cured in 1934 by 
extensive refunding. Since then Detroit has made steady progress in 
debt reduction and, despite occasional deficits, has been able to main- 
tain the general fund on a cash basis. While still too dependent on 
property taxes for comfort, some progress has been made in diversify- 
ing revenue sources. State aid bulks large in total city revenues, but 
much of this is earmarked for designated purposes. 

One Title I project is underway in Detroit, involving 129 acres with 
gross project costs estimated at $9.1 million and net project costs at 
$7.1 million. As yet, estimated costs of further projects are not firm. 

(Analysis largely based on Dun & Bradstreet, Inc., February 4, 1953 
Municipal Credit Survey.) 
eo, (fiscal year ended December 31, 1952), population 

5998. 
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In millions} Per capita ; a 
of dollars | Cincinnati rneiea Pities 
Crrdsnlerectiw ait oGh! ti 19ers  bahre «4, maith .cidalahelrd 
LCL dees scence Anata MCs Sabet STE Le shes be 84 $167 $94 
Ne a Oi aD oon re nec ee cc AR, 43 (1) () 
Tepe RMUGH sacgenma Ser. . LAL be CUE he oad oe 127 251 153 





Schools and county. 
Peak debt burden. $127 million in 1952. Low point $38 million in 1944. Net increase 334 percent since 
He eee ae statement available as to open borrowing capacity. $31.2 million in bonds authorized but 
Assessed value.—$1.3 billion. (Said to be 60 percent of actual 
value.) Up to 40 percent from low point of $907 million in 1946. 
Tax rate.—City, $14.62 per $1,000 assessed value, $8.77 per $1,000 
actual value. | | 
Overall.—31.56 per $1,000 assessed value, $18.94 per $1,000 actual 
value. Tax collections have been very good, with delinquencies less 
than half the national experience. 


Revenues: 
In millions 
of dollars | Percent 
BET a EDS lal SR ne Rens Plea 6 Aenea cy AS A, IO gh Sy IO . 5 ee 
INOMDYOMCR Vet OXCS SE ot Ee bane OS ee Oe a 
IVIISGOIATIOOUSS es not St UAT ADRS UE VV ed ®. Seed Meee a a 3:5 17.5 
Tocarstibtotale-2=_. Bvtet.. & AS the dale eee NR EAA IA ed. 20.0 100 
SURO AlC EOLCEE 2 ee Be Se oe ee 4.4). J sre. 
SRNL CE ae EE S so RNS RSENS, MMO 2M Jee RTD SX apse te 24.4 1 $48 


1 Per capita. 


Expenditures.—Total $23.6 million. Surplus—$0.8 million. 

Comments.—Heavy debt which has been increasing much faster 
than the tax base and is now the fifth largest per capita debt of the 
17 cities with population over 500,000. However, Cincinnati’s heavy 
debt is partially offset by good tax collecting and fiscal management. 
Councilmanic bonds must be serviced inside a narrow tax limitation. 
Voted bonds are serviced from unlimited taxes which may be (and 
are) outside of the limit. Cincinnati’s revenue base is fairly well 
diversified, especially since the city has not yet availed itself of the 
“local income tax.” Overlapping county and school district’s pro- 
portionate receipts and expenditures amount to about 155 percent of 
the city’s own operations. 

Cincinnati has one project under loan and grant contract, covering 
34 acres with gross project cost estimated at $4.3 million and net project 
cost of $3.7 million. Two additional projects which are in final plan- 
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ning stages would bring the total gross project cost to some $9 million 
with net project costs on the order of $7.4 million. 

(Analysis largely based on Dun & Bradstreet, Inc., April 28, 1953, 
Municipal Credit Survey.) : 

Philadelphia (fiscal year ended December. 31, 1952), population 





2,071,605. 
Debt: 
ans . | National 
In millions} Per capita f oes 
“of dollars | Philadelphia iat 
Goes dined. tracwsrs DA eel n+ Fe Nw. pee Shh a en ASE, Se ae 
Net direct TERRE IN Sys lve ee toe SR eon in ee Teeth oa ee mga Rerrtes 382.3 $185 $94 
Overlapninet sce. 2e elie SO Ae Be os eee SE ee oe 57.3 (1) (1) 
Debteourdeicsenesc.6 se ete ee em oat me es oe oeees 439. 6 PAY 153 
1§chool district only. ~ 


Peak debt burden $439.6 million in 1952. Low point $302.8 million in 1945. Increase 45 percent since 1945. 

Outstanding debt is just within the legal] debt limit (increased to 1344 percent of assessed value by amend- 
ment to State constitution in 1951), so that further borrowing must be limited to amounts retired, except 
for self-supporting debt such as water, gas, sewer, and transit. 

: Assessed value.—$3.5 billion for 1958. (57 percent. of actual value 
per State Board of Equalization.) Up 45 percent from the low of 
$2.4 billion in 1945. 

Tax rate—City—$17 per $1,000 of assessed valuation (no limit). 
School $13.25 per $1,000, total tax rate $30.25 per $1,000 of assessed 
valuation, or about $17.25 per $1,000 of actual value of taxable real 
property. There has been no change in the $17 city rate since 1936. 
The school rate has been increased five times since that date. Tax 
collections have been in line with the national experience. 

Revenues: 











Millions 
of dollars | Percent 
1g La) 7 SOLES Pa is pl ar Le Ae Meet iat ae 
NG HRTCDOMVHEKPe eco S a STW ge DW ek no —o 
Other local sonteen 2 tce ta crt h:—-G Oel—roster crept rere es tae 
focal subtotal toos eo ca 2 no ght SP Le 2 6 
shoe 3 1 Si ame GLU Se ar PUSS ue cae MEL ai = 
BODY IUCR AI as - e ed ae SO ae ee a 128. 2 2 $61 











1 Excludes utilit : F yr 
$142 million transit debt ee Wich Cover operating costs and all debt service except that for the 


2 Per capita. 


Comments.—Philadelphia is a consolidated city-county with only 
the coterminous school district as an overlapping taxing unit. It has 
the third heaviest per capita debt burden in the country. Fifty year 
term bonds were issued (and in some instances refunded at maturity) 
almost regardless of the life of the capital asset involved—even street 


repairs, etc., were paid for from long term bond issues. It is prob- 
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able that only the city’s “gross income tax,” instituted in 1940, staved 
off a financial debacle. This was a significant advance in broadening 
the revenue base. 

Under the new “home rule” charter, which went into effect in Jan- 
uary 1952, the new city administration is making substantial progress 
toward better fiscal management. All repairs and some new con- 
struction is now being financed from current revenues, and new 
bond issues have been held to much shorter terms. Nevertheless, Phil- 
adelphia will need many years to work itself into a sounder debt posi- 
tion. It is significant that out of $33.4 million bonds sold this year 
$26.5 million were for extensions, etc., to self-supporting utilities 
while all the $6.9 million tax-supported bonds were for refunding 
purposes. 

Philadelphia has been allotted $748,600 of State funds for its Title 
I projects. The local electorate in 1952 approved $1 million and in 
November 1953 will vote on another $1,478,000 city bonds for slum 
clearance. (Only smali annual amounts can be authorized within the 
debt limit.) 

City appropriations for slum clearance have been: 


toa. Jeoii Ai _juei $102, 400 19Stion 2ebcbaeces 1, 152, 000 
$465 34) Facts 152, 460 ry) Pe 2a. Por 2, 471, 240 
0 a ee oe 242, 716 pe SRE eee ieee 1, 590, 350 
0 558, 000 


$1,918,600 has been included in the 1954 budget. 

The Title I program in Philadelphia is planned to be much more 
extensive than the 60 acres in the three projects now under way with 
combined gross project costs estimated at $11.1 million and net project 
costs at $9.9 million. Four more projects now in the advanced plan- 
ning stage would bring the total to perhaps 6,000 acres with $55 mil- 
lion total estimated gross project costs and $29 million total estimated 


net project costs. | 
(Analysis largely based on Dun & Bradstreet, Inc., March 18, 1953, 


Municipal Credit Survey.) 
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Exuipsit 11 


EXCERPT FROM A STUDY ON TAX REVENUES FROM REDEVELOPMENT 
PROJECTS SELECTED AT RANDOM 


From 10 cities taken at random was ascertained (1) the annual tax 
receipts from the project area prior to redevelopment and (2) the 
estimated annual tax receipts after redevelopment, and from this was 
computed the principal amount of bonds which (at 10- and 15-year 
maturities and at an interest rate of 3 percent per annum) could be 
supported by a level debt service payment equal to 50 percent and to 
75 percent of the estimated increased tax receipts. In summary, tax 
receipts increase from roughly 214 to as much as (in one case) 10 
times. The.amount of bonds which could be issued on a 15-year ma- 
turity with a level debt service payment equal to 75 percent of the 
estimated increased. tax revenues would be sufficient to meet or sub- 
stantially exceed local grant-in-aid requirements on 7 of the 10 proj- 
ects. Ona 10-year, 50 percent basis the amount of bonds which could 
be issued would be sufficient to meet or exceed the local grant-in-aid 
requirements on 3 of the 10 projects and from roughly 25 percent to 
50 percent of the local grant-in-aid requirements on most of the other 
7 projects. 

In the absence of absolute knowledge of economic conditions far 
into the future, it is difficult to speculate on the probabilities for tax 
collections over a period of years. It becomes even more difficult 
when dealing with a single small segment of a community. 

Cities generally, when taken as a whole, usually tend to show an 
increasing tax base, but this is largely due to new construction, an- 
nexations, etc., which more than offset the fall in deteriorating areas. 
The one exception to this rising tendency is the community losing 
population with the accompanying fall in new building and area 
growth. 

Assessors almost invariably take notice of depreciation as improve- 
ments grow older. They also consider rising ground values and re- 
production costs, both of which follow the upward inflationary trend 
that historically follows industrialization. 
aoe on Se be san century, broad enough to be noteworthy, 

pression of the thirties, when allowing for the 


inevitable lag in changing assessments, the tax base fell noticeabl 
over most of the country. i 
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If we assume that the Federal Government with its background 
of experience in combating unemployment will minimize any future 
national “bad times,” then it follows that there is little likelihood of 
a repetition of the situation of twenty-odd years ago—certainly in 
anything like its severity. 

Most signs point toward the stability of tax revenues from a rede- 
veloped area. The favorable factors, continued mild inflation, con- 
stantly improving standards of living, increasing industrialization, 
expanding population, new industries, migration to the cities, ete., all 
are on the plus side. The minus forces may be described as inevitable 
depreciation, the flight to the suburbs and potential large scale 
dispersal. 

The odds seem to be mostly on the side of continued stability of tax 
revenue. There is the further consideration of steadily decreasing 
debt under serial bond financing and the initial margin of safety set 
up by only using a part of the increased tax take as a basis for 
borrowing. 





Tax receipts Bond issue (3 percent) 





Local . ae ; 
grant-in- 50 percent of in- | 75 percent of in 


Location aid creased tax re- arepsed tax re- 
Before After | required] °°!Pts ceipts 





10 years ; 15 years | 10 years | 15 years 


Murfreesboro, Tenn-_--.-------- $2,000 | $20,000 | $159,529 | $76,000 ; $107,000 | $115,000 | $163, 000 
Norfolk, Va- i Re ee 66, 400 181, 485 |1, 850, 237 490, 000 636, 000 736,000 | 1,030, 000 
NewHEky ING J 222223 vt 176,900 | 600,600 |1, 099, 666 |1, 828,000 |2, 530, 000 |2, 712,000 | 3, 796, 000 
Nashville; enn... 222-254. 23, 000 178, 500 |2, 723, 437 |1, 326,000 |1, 862,000 1, 989,000 | 2, 784, 000 
EVOGROKO WV Aas ee se ece swe 12, 000 75, 000 731, 524 269, 000 376, 000 403, 000 564, 000 
San Francisco, Calif._..-.------ 186, 219 |1, 337,391 |4,167,460 |4, 900, 000 |6, 870,000 |8, 217,000 |11, 500, 000 
Baltimore yeas. S-2 S222 75, 350 193,180 |1, 990,325 | 502, 703,000 | 762,000 |%1, 066, 000 
Chicago, Tl ...2. 34. -AIhebe 75, 021 558, 884 | 877,375 |2,060, 000 |2, 888,000 |3,095, 000 | 4, 332, 000 
Jerseva@ity, Nado-.-=2---7-7e55 121, 389 400, 000 |1, 484, 069 |1, 162,000 |1, 627,000 |1, 744,000 | 2, 510, 000 
Perth Amboy, INR eee ee 34, 621 178,320 | 378, 331 613,000 | 857,000'| 911,000 | 1, 286, 000 
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Exurrr 12 


DIGEST OF REPLIES TO QUESTIONNAIRE SENT OUT BY THE SUBCOM- 
MITTEE ON URBAN REDEVELOPMENT, REHABILITATION, AND 
CONSERVATION . 


Following is a digest of replies to a questionnaire sent out by the 
Subcommittee on Urban Redevelopment, Rehabilitation, and Con- 
servation, of the President’s Advisory Committee on Housing. Re- 
plies were received from the following persons: 


Frank P. Zeidler, mayor, Milwaukee, Wis. 

Rafael Pico, chairman, Puerto Rico Planning Board, Santurce, P. R. 

Roger L. Creighton, secretary, Slum Clearance and Redevelopment Authority, 
Portland, Maine. 

Francis J. Lammer, executive director, Redevelopment Authority of the City of 
Philadelphia, Philadeiphia, Pa. 

Robert Moses, chairman, Office of Committee on Slum Clearance, New York City. 

Charles S. Ascher, New York City. ; 

W. O. Dobbins, Jr., director, State Planning Board, Montgomery, Ala. 

George H. Dovenmuehle, president, Dovenmuehle, Ine., Chicago, I11. 

Carl A. Metz, care Shaw, Metz & Dolio, Chicago, Tl. 

Ramsey Findlater, director, Cincinnati Metropolitan Housing Authority, Cin- 
cinnati, Ohio. 

Gerald Gimre, executive director, The Nashville Housing Authority, Nashville, 
Tenn. 

Paul B. Guthery, care V. J. Guthery’s Sons, Charlotte, N. C. 

Frank H. Malley, director, City Plan Commission, Providence, R. I. 

Donald M. Graham, executive director, Providence Redevelopment Agency, Prov- 
idence, R, I. 

Charles B. Bennett, director, Department of City Planning, Los Angeles, Calif. 

Paul Opperman, Director of Planning, San Francisco, Calif. 

Shelton P. Hubbard, director, Department of Housing Improvement and Slum 
Clearance, New Orleans, La. 

R. Redding Stevenson, chairman, Housing Authority of the City of Little Rock, 
Little Rock, Ark. 

William E. Kemp, mayor, Kansas City, Mo. 

Reginald R. Isaacs, chairman, Department of City and Landscape Planning, 
Harvard University, Cambridge, Mass. 

Ferd Kramer, care Draper and Kramer, Chicago, Il. 


DIGEST OF REPLIES 


Question 1: The size of the slum elimination and slum prevention 
‘problem. 


M ilwaukee, Wis.—Areas with 7 to 10 symptoms of blight cover ap- 
proximately 5,400 gross acres or nearly 16 percent of total city area. 
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Within these areas live 121,356 persons or 19.04 percent of total popu- 
lation. Over 36,000 or 20 percent of Milwaukee’s 185,734 occupied 
dwelling units are believed to be substandard. 27 percent of all 
occupied rental units are substandard. 

Puerto fico.—100,000 urban slum dwellings, constituting 40 percent 
of all urban dwelling units. 

Portland, Maine.—Slum elimination: 78 acres and 4,660 persons or 
514 percent of the population of Portland. 

Slum prevention involving a greater amount of spot clearance and 
improvement of public facilities: 322 acres and 19,063 persons, or 
25’ percent of population. 

Slum prevention involving a lesser amount of spot clearance but 
including some improvements of public facilities: 337 acres and 15,025 
persons, or 20 percent of population. 

Conservation areas would involve approximately 10 percent of the 
units within such areas. 

Philadelphia, Pa—i950 census revealed 70,000 dwellings so defi- 
cient as to warrant redevelopment action. 

New York City.—1950 census rated more than 285,000 apart- 
ments—over 12 percent of total as badly substandard. Included in 
this figure were more than 100,000 apartments lacking either a private 
bath, toilet, or both. The City Planning Commission has designated 
9,000 acres throughout the city as slum areas which would be proper 
for clearance and rehabilitation. 

Cincinnati, Ohio.—National 1950 census figure of 4,900,000 sub- 
standard urban occupied dwellings. 

Nashville, Tenn.—One-third of the 22 square miles of incorporated 
area in Nashville is slums and dilapidated area. A housing survey 
made in 1949 revealed that out of a total of 47,526 dwellings in the city, 
21,410 were substandard. 

Providence, R. I—Estimate that more than 60,000 of the city’s 
74,000 dwelling units are located in areas which require municipally 
aided housing improvement activity. ‘Twenty-five thousand units in 
eight residential areas have been designated as redevelopment areas. 
Seven thousand units in these areas must be cleared; 18,000 units 
(20-25 percent of city total) can be rehabilitated. Areas requiring 
conservation action contain about 35,000 units or 40-50 percent of 
eity total. 

Los Angeles, Calif —United States 1950 census revealed 29,461 di- 
lapidated dwelling units in Los Angeles. An independent housing 
survey in Los Angeles revealed 19,300 dilapidated units. Therefore, 
approximately 24,000 units is probably a fair estimate of units which 
should be demolished. This represents about 314 percent of total 
1950 housing supply. About 11,000 structures are involved. The 
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1950 census also revealed a total of 35,464 units which were not dilapi- 
dated, but lacked adequate sanitary facilities. This figure represents 
the number of units that require rehabilitation to become standard. 
It is about 5 percent of total supply and involves approximately 
16,000 structures. | | 

San Francisco, Calif —Approximately 5 percent of the area re- 
quires complete clearance; 23 percent requires rehabilitation treat- 
ment; remainder is either stabilized or requires. only minor remedial 
action. : 

New Orleans, La—43 percent of the total number (178,608) of 
houses in New Orleans are substandard. There are about 29,397 
houses (17.8 percent) without running water or dilapidated, and 
43,690 (25.7 percent) without private bath or dilapidated. Twenty- 
five percent of the city’s residential areas are “poor housing” areas, in 
which 27.4 percent of the population lives. 

Little Rock, Ark—The size of the program should be cut to the 
pattern outlined in the Housing Act of 1949. 

‘Kansas City, Mo—Approximately 6 percent of all dwelling units 
in Kansas City are in a condition of severe blight and should be de- 
molished. An additional 19 percent are in need of varying degrees 
of rehabilitation to restore them to acceptable standards of livability. 

Reginald R. Isaacs, Harvard Graduate School.—Slam prevention 
problem has three times the geographic area of slum clearance and 
probably can be accomplished at one-third the cost. 

Question 2: The role in slum elimination of urban redevelopment. 

Milwaukee, Wis.—While the word “slum” is a matter of definition, 
such areas must be cleared, replanned and rebuilt. The process of 
reclamation is urban redevelopment. As contemplated in the Hous- 
ing Act of 1949, it is the best implement thus far developed for joint 
participation by the Federal Government and the communities. Re- 
finements may be needed but unnecessary delays for purposes of fur- 
ther study should be avoided. | 

Puerto Rico.—The urban redevelopment program under the Hous- 
ing Act of 1949 constitutes the major method that can be used for 
elimination of slums. Because of the condition of slum housing and 
the lack of rational street patterns, clearance and urban redevelop- 
ment is necessary. 

Portland, Maime.—Urban redevelopment under the Housing Act 
of 1949 is the only means of slum elimination. Private interests are 
financially incapable of effecting slum clearance. 

_ Philadelphia, Pa.—Cannot have redevelopment without slum clear- 
ance, but must have Federal financial assistance. 

New York City—Urban redevelopment is a sound application of 
city planning principles to slum elimination. 
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Cineinnatt, Ohio.—The dual purpose of urban redevelopment is 
assumed to be the elimination of slums and redevelopment of blighted 
areas for their best use as determined by local planning agencies. A 
program directed toward elimination of inadequate housing and 
eventual improvement of cities should provide for treating blight by 
the most effective means that analysis of individual areas may indi- 
cate: (1) Demolition of unusable buildings, repair of others and pro- 
vision of community facilities; (2) removal of incompatible land 
use; (8) removal of certain structures. | 

Nashwille, Tenn.—Urban redevelopment in Nashville would of 
necessity be confined solely to existing slum areas. 

Charlotte, N. C—Complete redevelopment should be a last resort, 
with every precaution taken to protect private property rights, giving 
former owners a purchase refusal of their redeveloped land. 

Providence, R. 1—Urban redevelopment is the process of replacing 
obsolete facilities in a city with carefully planned and coordinated 
facilities. In this sense, residential slum elimination is only a part 
of the urban redevelopment process. 

San Francisco, Calif —The role in slum elimination of urban re- 
development is primary and crucial. The redevelopment program is 
the fulcrum around which all community efforts in this field revolve 
and to which they are related. 

New Orleans, La.—Urban redevelopment has an important role to 
play in the overall program of slum elimination. 

Little Rock, Ark.—In the south and southwest most cities are in- 
fested with shack neighborhoods and areas whose character of con- 
struction will preclude rehabilitation and will require complete elimi- 
nation. Therefore, urban redevelopment should have a prominent 
part in slum elimination. 

Reginald R. Isaacs, Harvard Graduate School.—Urban redevelop- 
ment is a major slum elimination. 

Question 3: The role of neighborhood replanning, conservation and 
rehabilitation. 

Milwaukee, Wis—Useful measures for application to areas in 
which there are evidences of blight, but where there is a reasonable 
chance to preserve existing values. These activities should be in large 
_ part the responsibility of the community and the obligation of prep- 
erty owners to deal with their own buildings. ; 

Puerto Rico—Can play an important role in retarding deteriora- 
tion of blighted areas. Such programs should be relied upon largely 
for slum prevention, rather than slum elimination. 

Portland, Maine.—Conservation and rehabilitation techniques are 
vital because they will affect 45 percent of the housing supply which 
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is not being replaced at the current rate of housing construction. 
These techniques involve (1) enforcement of housing standards; (2) 
destruction of badly dilapidated buildings; (3) provision of new 
community facilities. The last two involve sizable expenditures of 
public funds. | | 

New York City—Neighborhood conservation and rehabilitation is 
a useful tool to arrest blight. It is but one of a series of tools—in- 
cluding replanning, police power enforcement and .new housing— 
all of which must be used in a coordinated program. | 

Cincinnati, Ohio—When used in conjunction with redevelopment, 
neighborhood replanning is inherent; where it is part of a conserva- 
tion or rehabilitation plan it may take the form of more gradual 
correction of unfavorable influences. Conservation is entirely a local 
responsibility. Rehabilitation, where feasible, offers advantages: of 
economy, speed and continuation of good neighborhood patterns, but 
its value should be held in proper focus, because attempts to eliminate 
slums by this method will be unsuccessful. 

‘Nashville, Tenn.—Attempts to conserve its dwelling areas through 
strict zoning enforcement over the past 15 years has prevented further 
obsolescence or spread of blight. Rehabilitation, while a desirable 
undertaking cannot play too large a role because of the nature of 
existing slum areas. Urban redevelopment is of necessity related 
to complete removal of slum dwellings. 

Charlotte, N. C-—No program of conservation and rehabilitation of 
housing will be successful without objective planning and zoning. 

Providence, k. I[.—Blighted “twilight” neighborhoods are being 
neglected. Organized and sustained governmental and citizen action 
is required to restore rehabilitation and conservation areas to at least 
minimum standards, to encourage new levels of residential comfort, 
convenience, and efficiency, and to insure their continued renewal and 
conservation. 

Los Angeles, Calif—Local Building and Safety Department has 
the responsibility of carrying on a slum clearance and “preventive 
maintenance” program. Estimated 40,000 units or approximately 
15,000 apartment and hotel structures are classified as falling within 
the scope of a residential area conservation program. About 2,000 
units fall from the conservation to the substandard group each year. 

San Francisco, Cali?.—The attack in the community should be on 
all fronts. ‘The efforts in the different categories should be coordi- 
nated and priorities established, and the program once embarked upon 
should be continuing without terminal date. This is on the assump- 
tion that a continuing process of redevelopment, rehabilitation, con- 
servation, and code enforcement is the proper concept. | 
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New Orleans, La—Present major objective is conservation and re- 
habilitation of neighborhoods. This is the basic method of approach 
to the whole problem. 

Little Rock, Ark.—To have any real neighborhood replanning, 
there must be clearance as well as conservation and rehabilitation. 

feginald ft. Isaacs, Harvard Graduate School.—Neighborhood re- 
planning is an impossible solution for conservation. It is too small 
scale. 

Question 4: The capacity of cities to deal with slum elimination and 
slum prevention effectively. 

Milwaukee, Wis—Slum elimination cannot be accomplished by 
cities within the framework of their own financial limitations because 
of the costs involved in acquisition and demolition of existing build- 
ings. Slum prevention is a matter of strict ordinance enforcement 
and greater citizen interest. 

Puerto Kico.—Puerto Rico does not have financiai capacity to carry 
out slum elimination. Slum prevention can be within their capacity, 
however, provided there is outside aid for elimination of slums which 
threaten to spread into adjacent blighted areas. 

Portland, Maine.—¥ inancially incapable of proceeding with slum 
elimination without Federal assistance. Costs are too great when 
coupled with need for sewers, schools, etc. Portland can enforce its 
housing code in an attempt to prevent slums, but this is not effective 
without auxiliary tools such as spot clearance, parks, ete. 

Philadelphia, Pa—Cannot begin to accomplish slum elimination 
without generous Federal aid. Can begin to deal effectively with 
slum prevention. 

New York Oity.—Cities cannot deal with slum elimination alone, 
so long as most of their revenue comes from real estate taxation and 
so long as their boundaries do not include the whole urban commu- 
nity. They can do more effective planning. They can strengthen the 
enforcement of housing and building codes to prevent slums; but 
these tools will not eliminate slums. 

Montgomery, Ala.—F ederal assistance on urban redevelopment pro- 
gram should be on a severely limited basis. Such programs should 
be used as a means of offsetting or stopping mass unemployment. 
Chicago, Lll., Ferd Kramer—Title I is the only possible salvation 

for the city. ; ait) ) aie 

Cincinnati, Ohio—Where the major problem of sium elimination is 
financial, cities cannot supply sufficient funds. Slum elimination 
through enforced repair or demolition is within the capacity of cities 
to the extent that occupants of affected structures can find places to 
live within their means. Slum prevention is the responsibility and is 


within the capacity of every city. 
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Nashville, Tenn.—This city has exhausted its taxing ability in pro- 
viding public facilities. Unless there is drastic change in basic tax- 
ing policies as related to city, county, State, and National Govern- 
ments, the possibilities of financing additional slum clearance through 
municipal financing would be very limited. It is the responsibility of 
the city to prevent recurrences of slums. Enforcement of building 
regulations can be vastly improved. a 

Charlotte, VN. C_—In most instances, all the laws that are necessary 
are already on the books. The question is one of enforcement. 

Providence, R. I—The capacity of municipalities to deal with their 
slum problems depends primarily upon the vigor and health of the 
basic business—industrial activity within the municipality. It de- 
pends further on the extent to which such activity remains within the 
city or is shifted to other municipalities within or beyond the region 
or metropolitan area. Another factor is the extent to which cities are 
burdened with public facilities and services which have been neglected 
for decades because of the lack of a general physical and fiscal plan 
for the growth and maintenance of the city. 

The long-range total tax receipts and the level of resources devoted 
to housing improvement activities by a central city government prob- 
ably would not rise with an increase in property tax rates. Without 
a metropolitan approach it is doubtful if a central city like Provi- 
dence could raise its rate independently of the surrounding suburban 
communities which are now competing for the city’s population and 
industry. | . 

San Francisco, Caiif—Capacities of cities to deal with slums varies 
all across the nation. Therefore, national interest and concern is 
justified in the interest of strengthening the national economy and 
improving the productivity and livability of urban centers. The 
Federal establishment has a responsibility in providing leadership 
and guidance, to assist financially and technically, and to conduct re- 
search for cities. : 

New Orleans, La.—All cities have the capacity to deal with slum 
prevention. Cities cannot presently provide sufficient funds for ade- 
quate facilities and paved streets. 

Little Rock, Ark.—Cities cannot deal with slum elimination and 
slum prevention in our present predicament without some outside 
help. Cities can, and should, hereafter assume a greater responsi- 
bility in conservation and rehabilitation than they have ever done in 
the past. Do not attempt to replace slum clearance and urban re- 
development with rehabilitation and conservation alone. The prob- 
lem of slums in America is one that can only be handled by using all 
of the tools at hand—SCUR, rehabilitation, conservation, together 
with enforcement of local health laws and codes, and some fom rane 
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public housing for families that private enterprise cannot economic- 
ally house when they are removed from the slum dwellings they 
occupy. 

feginald R. Isaacs, Harvard Graduate School.—Cities have little 
capacity to deal with slum elimination without Federal aid, but they 
do have sufficient strength, with State aid, to deal with slum pre- 
vention. 

Question 5: Do you consider Federal assistance to be necessary, and 
if so, to what extent, and why? 

Milwaukee, Wis.—Federal assistance is absolutely necessary for 
slum clearance and urban redevelopment. First, cities generally are 
unable to finance such undertakings because of limitations upon their 
source of revenue. Real estate is being taxed to death now. Secondly, 
State legislatures, rurally oriented in their thinking, as in Wisconsin, 
have little conception of problems of urban communities. Federal aid 
is not a handout. It is simply returning a small fraction of the reve- 
nues the Federal Government extracts from communities. 

The method provided by Title I of the Housing Act of 1949 is about 
as minimal as can be regarded as being effective Federal assistance. 

Puerto Rico—F¥ederal assistance is necessary, at least as much as 
that provided under Title I. Also a continued program of low-rent 
public housing is necessary. 

Portland, Maine—Flederal financial assistance is necessary and 
should continue on the two-thirds—one-third basis as in the Housing 
Act of 1949. Assistance should be for spot clearance of dilapidated 
structures and for land clearance for public and private facilities 
necessary to make older neighborhoods competitive with newer 
neighborhoods. 

Philadelphia, Pa.—Federal assistance necessary. Present program 
is fair and should continue. 

New York City—Kederal assistance is needed to tap revenue sources 
not available to cities. Extensive studies preceded enactment of the 
Housing Act of 1949. The formulae arrived at reflect the findings 
of economists and public finance experts, as well as the play of politi- 
cal forces. Questions whether fresh factfinding or analytical studies 
would lead to strikingly different conclusions. 
 Oineinnati, Ohio.—The health and well-being of cities, as well as 

citizens is a national concern. Where a national problem exists, even 
though manifestations are local, it is a proper function of the Federal 
Government to adopt measures to meet it. Financial limitations of 
cities make it difficult or impossible for most communities to solve their 
own slum difficulties without assistance. Federal funds should be 
made available to the extent necessary to enable cities to carry out 
aggressive programs of slum clearance and urban redevelopment. 
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Nashwille, Tenn.—F ederal assistance is necessary because city tax- 
ing ability has been exhausted for public facilities. Provisions of 
Title I of the Housing Act of 1949 represent an equitable distribution 
of the financial responsibility for slum elimination. 

Providence, FR. I.—¥ederal assistance is imperative. Based on 
present estimates, it would take 60 years for the city to clear areas that 
are now unrehabilitable slums. With Federal assistance this can be 
done within 20 years. If the rate of Federal contributions to local 
redevelopment programs is decreased, local dollars will be diverted to 
competing capital improvement projects. This indicates the need 
for Federal dollars to encourage the municipality to direct more of 
its limited funds into housing, rehabilitation, and neighborhood con- 
servation measures as well as to maintain its current slum clearance 
and low-rent housing programs. EO 

San Francisco, Calif —Federal assistance definitely is necessary. 
The extent is not now susceptible of exact measurement. 

New Orleans, La—F¥ederal assistance is necessary for rehabilita- 
tion, but not as great as that required for public housing or urban re- 
development. 

Little Rock, Art.—The Federal Government has a responsibility 
to the local communities in that the problem of slums is one that 
affects the welfare of the entire urban population and secondly, a 
large portion of local taxes are paid directly to the Federal Govern- 
ment and can be reinvested in the community in this manner. Par- 
ticipation of the Federal Government as spelled out in Title I of the 
Housing Act of 1949 is sound. It is not the wording or the intent 
of the Housing Act of 1949 to restrict Federal help to communities 
which can afford to put up actual cash as their share of the cost of 
removing slums. Smaller cities and communities which have limited 
financial resources could not participate in the program at all. 

Kansas City, Mo.—Slum prevention measures and, to a large extent, 
rehabilitation efforts are a matter of local concern and responsibility, 
but the enormity of the job of redeveloping blighted areas is too much 
to attempt without Federal assistance. Private enterprise has failed 
to do the job because of the staggering expense. 

fieginald ft. Isaacs, Harvard Graduate School.—Federal aid is nec- 
essary in slum clearance, but not generally for conservation. 

(Juestion 6: If you consider F ederal assistance necessary, in what 
manner can it be extended most effectively in order to achieve the 
eventual goal of slum elimination and slum prevention ? 
titpatin Me Tile Lot the Housing Ant of 194i god wash 

ndertake refinements as the program 


progresses. Reduce the delays which can only serve to make the 
program more costly. 
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Puerto Rico—Federal aids for local public housing should be 
granted solely for the purpose of providing rehousing required for 
families displaced from Title I or other slum clearance projects. In 
addition, there should be another type of Federal assistance for 
families displaced from slum clearance sites who desire and who can 
eventually afford home ownership, but who are unable to buy the lowest 
cost house now being provided by private enterprise. A careful study 
is required before such a program could be established. 

Portland, Maine.—Federal assistance should be extended to com- 
munities with competent planning programs, and perhaps in inverse 
ratio to the numbers of public housing units available or planned. It 
should be extended on the numbers of units in certain categories of 
age or substandard conditions, and should be available in lump sums 
to give minimum red tape. 

Philadelphia, Pa.—Present administrative procedures are too rigid. 
If the program is to be a local one, a budget should be furnished for 
approval by the DSCUR. If the work is accomplished within that 
budget, no questions should be raised, thereby permitting flexibility 
within such a budget. At present, rehabilitation, which is less than 
complete rebuilding, is not eligible for Federal subsidy under Title I. 
Such work is, however, a necessary part of a good redevelopment 
program. 

There is no possibility of providing decent housing for low income 
families unless (1) there is an adequate public housing program, or 
(2) the tempo of new construction is increased to such an extent that 
older dwellings become available at sufficiently low rents. 

A more favorable FHA mortgage insurance title is necessary to 
encourage home construction in redeveloped areas. Establishment 
of a Federal guarantee, through FHA, of Redevelopment Authority 
bonds issued to cover 90 percent of construction costs would encourage 
considerable results. 

Cities cannot afford to have block after block continue to exist where 
half the houses have been demolished and others stand in various 
degrees of repair or maintenance. It is impossible for any process, 
other than redevelopment, to assemble these lots into usable parcels. 
It is also impossible to acquire property, demolish buildings and 
resell the land without a substantial loss unless density is greatly 
increased or use changed. 

Anyone who feels that large-scale urban redevelopment can be 
accomplished in slum areas without substantial subsidies, is denying 
economic facts and the patent intent of the Housing Act of 1949. 

Chicago, Il.—Ferd Kramer and George H. Dovenmuehle.—The 
New York Life project in Chicago has shown beyond any reasonable 
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doubt, that redevelopment programs cannot. be worked out without 
some public housing for relocation purposes. 

Cincinnati, Ohio.—Provisions for financial aid should have suf- 
ficient flexibility to permit the development of effective local programs 
and allow meeting various local conditions: (1) Loans and grants 
for clearance and redevelopment, rehabilitation, or combinations of 
slum treatment methods based on needs of individual communities: 
(2) stimulation of moderate rental housing by minimization of the 
hazards of long term investment during periods of high construction 
costs; (3) subsidies or grants for housing the lowest income group; 
(4) mortgage insurance guarantees related to specific slum elimina- 
tion methods, including financing of redevelopment construction, 
rehabilitation and repair financing, and sale and rental financing for 
dwellings for displaced families. 349 

Nashwille, Tenn.—F ederal assistance could be used more effectively 
by a new FHA title which would provide specifically for housing to 
serve the lower income groups. There should also be a system of 
FHA assistance for rehabilitation of existing buildings through 
private ownership, and through Title I of the Housing Act of 1949, 
to localities for rehabilitation of existing neighborhoods. 

Providence, R. I—(1) Recognition at the Federal level that an 
adequate, balanced supply of standard new and used housing for 
families of ail incomes must be maintaind in the interests of the 
health, safety, and welfare of the Nation and its people. 

(2) The problem of urban housing is a metropolitan problem, and 
a comprehensive attack on it requires a metropolitan area-wide 
approach. 

(3) Never stop seeking to know more about the cause and cure of 
urban blight. An essential is a sustained research program in 
housing and planning. This research program should be operated. 
at the Federal level, or competent technological schools should be 
encouraged to expand their research programs through Federal 
assistance. : 

(4) Each municipality and metropolitan area which endeavors to 
improve and increase its housing supply and to eliminate and prevent 
slums in conformance with a sound and accepted general plan should 
be assured to a dependable Federal housing policy, consistent Federal 
housing administration, and sustained Federal participation in local 
housing programs. 

Asa counterpart to these principles, each locality might be expected 
to show evidence that: (a) The locality is participating to the best of 
its ability in the development of a plan and housing program for the 
metropolitan area; (b) a comprehensive housing program for the 
community has been prepared; (c) the general plan for the com- 
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munity is sound and is being utilized and maintained; (d) municipal 
expenditures for slum elimination and prevention work are being 
made within the framework of a capital improvement program; (e) 
an efficient municipal administrative organization is being developed ; 
(f) neighborhood plans for specific housing areas in need of assistance 
are being developed, and the proposed housing improvements are 
being scheduled in conformance with the plan. 

| San Francisco, Calif—The present program proceeding under 
Title I of the Housing Act of 1949 is considered adequate provided 
that further implementation of rehabilitation, conservation and code 
enforcement measures are strengthened, and provided further that the 
integral and fundamental issue of how families unable to find hous- 
ing for rent or purchase without subsidy is firmly joined and affirma- 
tively settled. 

New Orleans, La.—Assistance to cities would have to be provided on 
a long term credit basis proportionate to the amount the city itself 
can and will expend for utilities and streets in direct connection with 
housing rehabilitation. <A “must” is the liberalization of FHA re- 
quirements, primarily in FHA Title I loans. These loans must be 
made easier to obtain. 

Little Rock, Ark.—The Housing Act of 1949 represents 15 years of 
study of the problem on a nonpartisan basis and is the best method 
now available for the use of Federal funds. The administration of 
this program is the thing that should receive attention now rather than 
a change of program by new legislation. 

Kansas City, Mo.—Federal assistance is needed and to be more 
effective should be extended in the following manner: 

(1) Public housing is perhaps the most important single phase of 
the slum clearance and prevention program. It is the key to the 
entire program. Without a place to relocate low-income families the 
program is in danger of not getting beyond the planning stage. 
Therefore, a continuation of the public housing program is required. 

(2) Chief criticism at present concerns the unreasonable delays 
in DSCUR in getting definite policy decisions regarding Title I 
projects. 

Question 7: If you consider Federal assistance unnecessary or un- 
desirable, how do you think slum elimination and prevention can be 
achieved ? 

Milwaukee, Wis—No community can undertake a slum clearance 
program without Federal aid. a 

New York City.—No valid reason why F ederal aid is “undesirable”. 
Some aid is needed to supplement the resources of the cities; there 1s 
no evidence that more than 1 or 2 States would be prepared to give it. 
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Continued and accelerated Federal aid is needed, not only under 
Title I of the Housing Act of 1949, but under its other titles too. 

Montgomery, Ala.—F ederal assistance should be on a severely lim- 
ited basis with economic timing, because further efforts and study 
should be given to methods whereby individuals, groups, and private 
institutions might be encouraged to do more in this field. 

Charlotte, N. C.—Federal assistance has been overworked in the 
past decade. Perhaps Federal help in research and planning, but not 
beyond. 

Providence, R. I——Under the present tax system, the granting of 
Federal financial and technical assistance is necessary and desirable. 
However, a strong case could be presented for a reorganization of the 
tax structure coincident with the administrative reorganization that 
would be necessary to make fully effective a metropolitan attack on the 
problem of urban slums, blight and replacement housing. But until 
such time as the present overlapping, conflicting and confusing non- 
Federal jurisdictions are welded into a more efficient structure, it 
does not appear advisable to suggest that the Federal Government re- 
linquuish its hold on the tax-dollar or shift from itself the resultant 
responsibility for concern with protecting the health, safety, and 
welfare of urban people. 

San Francisco, Calif—Without Federal assistance it is believed 
that leadership and initiative may be lacking to an extent imperiling 
the entire program. The bulk of local programs doubtless would be 
abandoned. Concepts, techniques, and procedures have been de- 
signed which are inoperable without continued central overall re- 
sponsibility, objective and technically competent guidance. 

Little Rock, Ark.—Federal assistance is necessary. 
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REPORT OF THE SUBCOMMITTEE ON HOUSING FOR 
LOW-INCOME FAMILIES 


At the first meeting of our Subcommittee, September 30, 1953, we 
defined the scope of our work so that we would have clearly in mind 
the problem confronting us. For the purposes of our study and 
recommendations, we decided to define low-income families as “those 
families who cannot afford to rent or purchase the private housing of 
acceptable standards, either new or existing, which is being made avail- 
able in their communities.” It was apparent to us that no single 
dollar income figure would suflice to describe low-income families in 
the country as a whole. The national housing problem is a summa- 
tion of local conditions which vary from place to place, depending 
not only upon the incomes of families but also upon the cost of living, 
the condition of the housing supply, and the ability of private enter- 
prise to provide standard housing at rents or sales prices families can 
afford. 

It had been decided by the Executive Committee that the Committee 
would limit its consideration to nonfarm families. Our Subcommit- 
tee, however, recognizes the seriousness of the problem of adequate 
housing for low-income farm families but because it is so tied to farm 
production we believe it might better be considered as part of that 
process. We are, however, attaching a summary of the various farm 
housing programs cf the Federal Government (see Exhibit 22). 

It was apparent to us at the outset when we planned the work of 
our Subcommittee that it would be impossible for us in the time avail- 
able to make again the kind of review of the problem of housing for 
low-income families that the Congress made during the nearly 5 years 
prior to the enactment of the Housing Act of 1949. We have re- 
viewed the evidence which the various Congressional Committees 
assembled and the various proposals and recommendations made since 
that time. 

Letters were sent to 76 organizations and 21 Federal and lccal hous- 
ing officials and former housing officials requesting their recommenda- 
tions on a program for low-income families (see Exhibits 23 and 24). 
In our letters, we requested the various organizations and persons to 
“consider the present Government-aided housing program for low- 
income families as contained in the Housing Act of 1949, in terms of 
its effectiveness, modification, expansion, or curtailment, and any addi- 
tional or alternative programs in which you feel the Government 


255 


“ 


PRESIDENT’S ADVISORY COMMITTEE ON HOUSING 


should participate. Your recommendations will be helpful to the 
Subcommittee if they are supported by facts and indicate clearly and 
specifically how they will meet the needs of low-income families.” 


THE PROBLEM OF HOUSING FOR LOW-INCOME FAMILIES 


Our Subcommittee did not attempt to make a refined estimate of the 
number of low-income families who were living in substandard hous- 
ing. Data furnished us indicated that within wide limits of treatment 
and assumptions the number of such families is so large as to repre- 
sent a serious problem for the foreseeable future. Asa point of refer- 
ence we also had before us data from the 1950 Census of Housing. 
These data showed (see Exhibits 1, 2, and 3) that there were some 
11.7 million nonfarm dwellings which were dilapidated or were de- 
ficient in plumbing facilities. Of these, 10.6 million were occupied, 
with 6.1 million located in urban areas and 4.5 million in rural non- 
farm localities. 

Although between 1940 and 1950 there was a substantial increase in 
the number of nonfarm dwellings with standard facilities, there was 
httle change in the number of dwellings which had deficiencies at the 
beginning of the period. In 1940 there were 21.1 million nonfarm 
dwellings which had a private indoor flush toilet; this number had 
grown to 30.6 million in 1950. But during this period, the number of 
nonfarm dwellings lacking a private flush toilet actually increased 
from 8.1 million in 1940 to 8.4 million in 1950. Similarly, nonfarm 
dwellings without a private bathtub or shower remained virtually un- 
changed; extreme overcrowding as measured by 114 or more persons 
per room showed a small absolute increase to just over 2 million dwell- 
ings in 1950. 

Our Subcommittee is particularly conscious of the deplorable hous- 
ing conditions of the families of minority groups. In 1950, nearly 
70 percent of nonwhite families lived in dwellings which were dilapi- 
dated or were deficient in plumbing facilities. This is nearly three 
times the proportion of white families living under such conditions. 

In 1951, the last year for which data are now available, one-half of 
the some 35 million nonfarm families of 2 or more persons had incomes 
of less than $3,900 (see Exhibit 5). There were 3.8 million families 
with incomes less than $1,500 and 8 million families who had $2,500 
or less. It shouid be noted that income in the year 1951 was the 
highest on record to that time. 

A ee believes that our country which has the highest 
ie gal of living in the world, indeed the highest the world has ever 

» cannot permit a substantial number of its citizens to live in 
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filth and squalor, in hovels which health laws for the protection of 
our people would not allow for farm animals. 

The economic, social, and political structure of our Nation has the 
ability, the ingenuity, and the tools to forge a decent standard of 
living for all our people. And as President Eisenhower recently said 
in New York at the dedication of a public housing development for 
low-income families: 

. Each of us has a very definite part to play in everything that is here because 
that is the heart of America. In it we expect to see living happy families, 
families who because of their standard of living are our Nation’s best weapon 
against communism. More eloquent defense against that insidious doctrine 
than the most eloquent tongue of any lawyer, preacher, or teacher. A more sure 
defense than any battleship or any plane or any gun or any bomb of whatever 
kind. That is the kind of thing that will preserve this Nation. 

We cannot emphasize too strongly that adequate housing for mi- 
nority groups represents one of the most important and most difficult 
segments of the entire housing problem. Generally low incomes, 
almost universal lack of available sites, frequent lack of mortgage 
finance and a tradition of neglect of their market complicate the 
housing problems of minorities. Although public housing for low- 
income families has improved the quality of shelter available to mi- 
nority groups and produced a significant volume of new standard 
housing for them, it alone cannot meet the situation. Private en- 
terprise, too, needs to join in providing housing facilities open to 
minorities. The Federal Government in cooperation with local civic, 
government, business, and labor leaders must develop tools and pro- 
grams to remove the roadblocks in the way of a solution of this 
serious problem. 

Our Subcommittee believes that private enterprise should be relied 
upon to the maximum extent possible in the solution of the problem 
of adequate housing for low-income families. The recommendations 
which we are making will, we believe, enable private enterprise to 
operate in the low-income field to a greater extent than it has been 
able to do thus far. We believe, however, that the public housing 
program for low-income families as contained in the Housing Act of 
1949, with such changes as we shall recommend, is an essential part 
of a program for low-income families and must be continued. It is 
the sincere hope of our Subcommittee that over the long term a solu- 
tion of the problem of housing for low-income families will be found 
both in the ability of private enterprise to reach a lower and lower 
income group and by the raising of substandard incomes through 
greater productivity of our people. We recognize, however, that 
even then there will be a hard core of low-income families—the 
aged, the broken families, the incapacitated—who may represent a 
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continuing housing problem for whom public housing assistance may 
be needed if they are to live in keeping with our accepted American 
standard of living. 


Recommendation No. 1: 

We recommend amendments to the National Housing Act, admin- 
istered by the Federal Housing Administration, to provide for FHA 
insurance of notes and mortgages on liberal terms for the rehabili- 
tation of sound existing structures; we further-recommend that the 
necessary provisions be included in such legislation to assure that 
unreasonable rental increases will not follow. 


We believe that the existing supply of private housing should be 
used to the fullest practicable extent to meet the needs of low-income 
families. Our recommendation for new FHA legislation to facili- 
tate rehabilitation is aimed at a widespread use of existing housing. 
Tt is not limited to urban redevelopment areas nor is it intended par- 
ticularly to provide relocation housing for families displaced by slum 
clearance operations. The need is so great and the supply of decent 
housing within the means of low-income families so short that every 
existing structure which is basically sound and for which rehabilita- 
tion is feasible economically and community-wide should be fully 
utilized to meet part of the need. 

It is essential in the rehabilitation of existing structures that rentals 
are not increased beyond the means of low-income families living in 
them. If this should happen, it would merely accentuate the prob- 
lem, not help to solve it. We recognize that owners are entitled to 
increased rents on the basis of their additional investment. To the 
extent that the new rentals can be afforded by low-income families 
rehabilitation will aid in providing standard housing within their 
means. In any event, however, we believe that in granting FHA 
insurance there must be a protection against unwarranted rental 
increases, much as we dislike all forms of control. 

There must be insistence on vigorous law enforcement of minimum 
health and safety and occupancy standards for housing. The prose- 
cution of these laws will require a vast amount of rehabilitation and 
of demolition. While law enforcement may increase the supply of 
standard housing through forced rehabilitation, its overall effect will 
inevitably be to reduce the total supply because of the demolition of 
dwellings which it is not feasible to rehabilitate. Moreover, the 
enforcement of occupancy standards will require families to move 
out of overcrowded dwellings and thus increase the need for additional 
housing. 

As much as we wish to place reliance upon the use of existing hous- 
ing to meet the problem we recognize that rehabilitation in blighted 
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areas in and of itself can provide for only a limited segment of the 
housing needs of low-income families. 


Recommendation No. 2: 


We recommend a new section of Title Il of the National Housing 
Act, administered by the FHA, applicable to new single-family 
dwellings which would permit FHA insurance under the following 
conditions: 


i. 


The amount of the mortgage shall not exceed $7,600, except 
that the Commissioner shall have the power to increase this 
to $8,550 in areas where he finds that construction costs 
require this amount of mortgage. 


. The mortgage shall not exceed 95 percent of value, bear 


interest at the same rate as mortgages under Section 203, 
with the FHA insurance premium and any service charge to 
be determined. 


. The mortgage may be for a maximum term of 40 years. 
. Monthly payments equal to 10 percent of monthly payments 


on interest and principal shall be made to the lender and 
held in trust for the maintenance of the property. 


. The estimated total annual housing expense (as defined by 


the FHA) shall not exceed 20 percent of the mortgagor’s 
annual income (as defined by the FHA). 


. In order that these homes may be constructed on an efficient 


basis, FHA commitments may be issued for groups of homes 
not exceeding a certain number unsold at any time. 


. The term of FHA debentures under this section should be 


the same as the unexpired term of the mortgage and should 
bear interest at the then current rate on Government bonds. 


In addition, we recommend that FNMA, or some similar Govern- 
ment-sponsored financial corporation, be placed in readiness with 
specified limitations as to aggregate amount for the purpose of the 
inauguration and testing of this new program. 


In addition to a reliance to the maximum extent possible upon 
existing housing, we believe that it is absolutely essential that there 
be an expansion of the housing supply for low-income families through 
new construction. The growing indications of the feasibility of 
large-scale production of low-cost houses are encouraging. Such low- 
cost houses offer a possible immediate vehicle for housing families 
in the upper end of the low-income group and the lower middle 
income families for whom there is presently very little production. 
If the production of these houses is further developed, it may well 
pioneer private industry’s meeting the housing needs of even lower 


income families. 
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Our objective in making this recommendation is to further private 
enterprise’s activity in the low-priced housing field and to create a 
vehicle through which families of lower incomes can purchase their 
own homes. It is a progressive program predicated upon gradually 
stepping up the opportunities of subsidized tenants to become home 
owners. | 7 

Our Subcommittee wants it to be clear that our recommendation 
as to the new FHA section above is aimed at the problem of low- 
income families generally. We do not view it as a relief, welfare, 
or subsidy proposal but entirely as a means of assisting private enter- 
prise to meet a greater part of the need. We feel that it might be 
possible through this device for private enterprise to serve low-income 
families who are presently in the “no man’s land” between private 
and public housing, who become ineligible to remain in public housing 
through increased income, and even to serve a substantial number of 
families who would otherwise be eligible to remain in public housing. 

-Although we have recommended extending the term of mortgage 
to 40 years, we have recommended that a down payment of at least 
5 percent be required. It is our belief that at least a small down 
payment should be required so that the borrower has some equity in 
the property and will thus have an increased responsibility toward 
the property and toward the obligation he is incurring. 

Our recommendations are intended to make home ownership easier 
for a lower-income group. We believe, however, that it is particu- 
larly important that these lower-income families are not encouraged to 
buy beyond their means. We have therefore provided that the esti- 
mated total monthly housing expense shall not exceed 20 percent of 
the borrower’s income. This is not only a protection to the borrower 
but also to the lender in a transaction with such liberal credit terms. 

We do not believe that necessary FHA minimum standards ap- 
plicable under Section 203 should be lowered to reach the lower-priced 
market. In fact, we oppose the lowering of standards which would 
affect the soundness of the structure or the neighborhood environment 
because we would simply be recreating the problems we are now 
struggling to solve. Since we are recommending a term of 40 years 
it is obvious that only high quality materials and workmanship should 
go into these houses and that every encouragement should be given to 
their proper maintenance. We have, in fact, provided for the ac- 
cumulation of a fund to be available for maintenance. 

_In recommending that a Government-sponsored financial corpora- 
tion be placed in readiness to assist in this program we recognize that 
private enterprise is understandably slow to take advantage of un- 


tried financing methods, yet it always responds when practicability 
and sureness of payment have been proven. 
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We recommend continuation of the public housing program for 
low-income families as contained in the Housing Act of 1949 with 
such legislative and administrative changes as we shall propose 
below as an essential part of the overall housing program of the 
Federal Government. It is understood that the number of units to 
be contracted for during any particular period is a matter for 
Administration recommendation and Congressional action. 


After an exploration of such alternatives as were proposed to our 
Subcommittee and our own review of the existing program, we are 
convinced that the program of public housing for low-income fami- 
lies as contained in the Housing Act of 1949 should be continued. 
The Congress authorized under the provisions of that Act a program 
of 810,000 dwelling units for low-income families to be made avail- 
able at the rate of 135,000 dwelling units per year for 6 years. In 
1950, after the outbreak of hostilities in Korea, the President reduced 
the rate to 75,000 units per year. In 1951, through the Independent 
Offices Appropriation Act and without amending the Housing Act 
of 1949, the Congress reduced the program to 50,000 units for that 
year; in 1952 to 35,000; and in 1953 to 20,000 units out of existing 
authorizations. Thus, by June 30, 1954, just about 200,000 units of 
the 810,000-unit authorization in the basic law, or around one-fourth, 
will have been completed or under construction. 

We believe that one of the important reasons for continuing the 
public housing program for low-income families is to provide relo- 
cation housing for families displaced through urban redevelopment, 
rehabilitation, and law enforcement programs. Official data pre- 
sented by the Housing and Home Finance Agency to the Subcom- 
mittee on Urban Redevelopment, Rehabilitation, and Conservation 
show that just about one-half of the families displaced by redevelop- 
ment operations under Title I in the continental United States are 
eligible for public housing under existing income limits for admis- 
sion. The problem of relocation is particularly difficult for minority 
groups. While about 45 percent of displaced white families are 
eligible for public housing, over 55 percent of displaced minority 
group families are within the public housing income limits. 


RENT CERTIFICATES 


The only alternative to public housing presented to our Subcom- 
mittee was a “rent certificate” plan or some variation thereof. Over 
the long history of considering housing legislation the Congress was 
on many occasions asked to consider a “rent certificate” plan. A 
general description of the plan and the legislative history of such 
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proposals is found in Exhibit 21. From 1936 to 1949 a number of 
witnesses appeared before Congressional Committees advocating 
“rent certificates” as a substitute for the construction of public hous- 
ing for low-income families. The record shows that there was no 
favorable action on this plan by any Committee or by either the 
House or Senate. 3 : 

Our Subcommittee realizes that because a proposal has been rejected 
in the past is no reason why it should not be considered in the light of 
current conditions. Our examination shows, however, that the pro- 
posals we have received do not contain any changes which would make 
them any more acceptable than those which were rejected in the past. 
Nor do we believe that present conditions of the economy or of the 
housing market make “rent certificates” any more desirable or accept- 
able as a solution of the problem of housing for low-income families. 

We believe that we should point out in this report some of the more 
conspicuous changes in the original “rent certificate” plans which 
were proposed to us. 

It was proposed that needy families “temporarily unable to pay 
economic rents for minimum safe and sanitary housing, be assisted by 
local charity and the municipality through endorsement of notes 
which such families would give for portions or all of their rent which, 
for adequate and ascertainable reasons, they cannot currently meet. 
* * * As our housing supply grows in relation to our population, and 
as older properties are being modernized, it is becoming easier for 
families of small means to rent adequate quarters. It is necessary, 
however, that some provision be made for those emergencies, due to ill- 
ness, unemployment or disability which are temporary and which 
make it difficult for families at times to pay their rent. This sug- 
gestion is intended to meet that temporary need.” 

Another variation of the “rent certificate” plan proposed to our 
Subcommittee involved 100 percent direct loans by the Federal Gov- 
ernment to private builders. “For a long period of years, all units 
constructed under this plan shall remain under control of Government 
and be made available for occupancy of needy families, ultimately to 
be turned back to the project. owner, as and when the need for such 
units for needy family occupancy diminishes or ceases, but in no event 
longer than an agreed term of years (perhaps 25 to 30 years).” A fair 
rental value would be established and “the difference between normal 
rental and the rent the tenant is able to contribute, to be provided by 
existing relief agencies in the form of rent certificates.” 

At the expiration of 25 to 80 years, the housing development is to 
belong free and clear to the original developer or hisestate. “It is this 
plan of future estate building that will create the necessary incentive 
to provide almost numberless needy family housing units.” During 
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the period of operation it is proposed that a modest management fee 
be paid the private developer and that if and when surplus reaches 
an “unnecessary” total that a reasonable part may be used to anticipate 
principal payments or, it might be used to reduce tenants’ payments or 
relief contributions or, a part of the surplus “might be paid to the 
builder as a bonus for good management, thus creating incentive to 
encourage large volume construction under the plan.” 

In an illustrative example attached to this plan it was estimated 
that the capital cost of a two-bedroom unit would be $12,000 (with no 
profit to the builder) and that rents would be $85 per month with “the 
tenant to pay for own fuel, gas and electricity.” 

One of our principal objections to the “rent certificate” plan is that 
it would create a “dole” for housing. Every responsible social service 
agency has opposed it on this and other grounds. (See Exhibit 21.) 
We have always, to the greatest extent possible, avoided a “dole” in 
this country as being degrading to the individual. Money invested 
in public housing, on the other hand, adds permanent wealth to the 
community and to the Nation which can be liquidated and the invest- 
ment recaptured when the need disappears. 

A “rent certificate” plan would cause a vast number of families to 
go on relief despite the fact that it is only decent housing that they 
cannot obtain for themselves. 

Another objection is that “rent certificates” will not add to the hous- 
ing supply. Even if they could be used only for standard housing, as 
some of its advocates now urge, we cannot see any expansion of the 
supply of decent housing on a tenuous expectation that a rent subsidy 
will be forthcoming and continued from year to year until the invest- 
ment is amortized. 

Furthermore, there is no way of limiting the application of a “rent 
certificate” plan and its aggregate cost would be far greater than the 
public housing program contained in the Housing Act of 1949. For 
its proper administration—inspection of dwellings, adjudications of 
disputes between landlords and tenants, certification of reasonable 
rents, the continuous selection and constant checking upon a vast 
number of tenants—there would be required such a tremendous organ- 
ization that the program would fall of its own weight. 

Some of its proponents have advocated that a “rent certificate” plan 
be conditioned upon the enactment and enforcement of local building, 
health and sanitation laws. Since such laws must be uniformly 
applied, the problem arises as to what is to be done about the low- 
income owner-occupants of substandard housing who cannot aiford 
the rehabilitation required. It would probably be necessary to provide 
some equivalent of a “rent certificate” for low-income owners to enable 
them to repair their properties. In this case, the owners would be 
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receiving a subsidy toward the building up of an equity which they 
could dispose of for cash. 

Finally, we doubt if private enterprise would be willing to under- 
take such a program on a large scale with the vast amount of restric- 
tions, investigations, and checking which would be necessary in its 
administration in the public interest. f 


CAPITAL GRANTS 


While not an alternative to the public housing program for low- 
income families, it was recommended to our Subcommittee that we 
should consider the possibility of “capital grants” as a substitute for 
the “annual contributions” method of assistance contained in the pres- 
ent law. For a description of how the present program operates, see 
Exhibit 17. It should be pointed out that a form of capital grant is 
already provided, as an alternative to annual contributions, in the 
original Housing Act of 1937 (Sec. 11). This method has never been 
used because of its impracticability . 

‘The advantages claimed by proponents of a capital grant system 
is that it would cost less and that the Congress would not have to 
commit future Congresses to annual contributions. We do not believe 
that this contention is valid nor that the capital grant system as an 
alternative method would be desirable. We are particularly of this 
opinion in the light of our Recommendation No. 4 below in which we 
are proposing an amendment to the existing law which would make the 
public housing program for low-income familes possible of self-liqui- 
dation over a period of years. 

There is no possibility of recovery on an outright capital grant. On 
the other hand, under the annual contributions method only enough 
is paid each year to make up the difference between operating expenses, 
including interest and repayment of principal, and what low-income 
families can afford: to pay. As the incomes of residents in public 
housing rise they are charged a greater rent and the cost to the Federal 
Government of annual contributions declines proportionately. Al- 
though it is estimated that the proportion paid by the Federal Govern- 
ment will increase in the future, the fact is that over the past thirteen 
years the Government has paid in contributions only about 44 percent 
of debt service. To the extent that annual contributions are less than 
debt service, if for no other reason, this method is less expensive than 
an outright capital grant system. 

It has been suggested that it might be possible to provide in a capital 
grant system that any net revenue or proceeds from a possible sale of 
the development would be returned to the Federal and local govern- 
ments in proportion to their contributions. This procedure would 
eliminate one of the principal claims for economy for a capital grant 
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system, since there would have to be continued administrative control 
on the part of the Federal Government. Recovery of net income on 
the modified capital grant basis would require the same amount of 
administrative control as under the annual contributions system and 
would be infinitely more difficult to achieve. 

As to the contention that capital grants would relieve the Congress 
of future commitments, we believe that this would merely change the 
form of the commitment and make it more expensive. 

If the Federal Government gave a capital grant it would have to 
finance the cost through issuance of its own bonds on which it would 
have to continue debt service at a fixed amount over the life of the 
debt. Thus, the Congress, even in a capital grant system, would com- 
mit future Congresses to appropriate funds to service the debt. 

We cannot see the possibility of paying for capital grants out of 
current revenues for if Government receipts should exceed expendi- 
tures, the surplus ought to be applied to reduce the present outstand- 
ing debt. Public housing for low-income families is a long-term 
investment. Its use will extend over many years in the future. Many 
different families will live in the housing. By any test of equitable 
consideration the cost of the housing should be distributed over the 
time it is being used in the public interest to house low-income families 
rather than be imposed upon the taxpayer at the time the housing is 
constructed. 

Finally, we do not believe that the public debt should be increased 
through the issuance of Federal obligations to finance capital cost. 


LEGISLATIVE RECOMMENDATIONS 


Recommendation No. 4: 


We recommend that in order to make public housing for low-in- 
come families possible of self-liquidation the present law be amended 
to provide that after the capital cost of the housing has been amor- 
tized by the local housing authorities and the Federai annual con- 
tributions cease, any net revenue from the housing or the proceeds 
of any sale be returned to the Federal Government and the local 
communities in proportion to their respective contributions; no new 
debt, except for necessary expenditures on the property, would be 
permitted and rents would continue to be related to the income of 
the residents. We recognize the sanctity of contracts already 
entered into, but we recommend that through negotiations an 
attempt be made to reach mutual agreements whereby this same 
principle of repayment could be applied to public housing already 


under contract. 
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The present law provides that when the bonds issued to finance the 
capital cost of public housing have been paid off and the Federal 
annual contributions cease, the housing is retained free and clear by 
the local housing authorities. We believe, however, that this housing 
should be self-liquidating and that after 40 years the contributions 
made by the Federal Government and those made by the localities 
through partial tax exemption should be returned to the fullest extent 
possible. (82)! 

The useful life of this well-constructed housing, well maintained 
as it should be, will extend far beyond the 40 years’ life of the bonds. 
There is no reason why the housing should not have a useful life of 
80 or more years. Even at the end of its useful life there will be 
salvage in its materials and a very substantial worth to the land. 
If there were no need after 40 years to continue the housing for low- 
income families, it would be sold, and the repayment to the Federal 
and local governments of their investments would be accomplished 
more promptly. 

We are here recommending a completely new approach to public 
housing with a new provision of the law that will make possible an 
eventual liquidation of Federal and local investments. After 40 
years the locai authorities will begin to pay back to the Federal and 
local governments, in proportion to their contributions over the pe- 
riod, any net revenues derived from operations or any proceeds of 
sale. Our amendment would prohibit any new debt against the hous- 
ing after 40 years and would require that rentals continue to be 
related to the incomes of the residents, or if there is no continuing 
need for public housing for low-income families the housing should 
be sold promptly. 


Recommendation No. 5: 


We recommend the Housing Act of 1949 be amended to provide 
that as a condition of extending assistance to localities for public 
housing for low-income families there must be a showing by the 
local community that there is a program under way to improve the 


existing private housing supply through enforcement of building 
health, and sanitary laws. 


Our subcommittee believes that the Federal Government should not 
assist in the provision of public housing for low-income families 
except as a part of a larger program for the general improvement of 
housing in the community. We believe it is imperative for ever 
' means to be fully utilized to rid our cities of slums and blight and r 


provide good housing in a suitable living environment at rents or sales 
prices our families can afford. 
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It should be noted that our proposed amendment would provide 
in additional incentive for the general improvement of slum and 
lighted areas in localities which do not have an urban redevelop- 
ment program under Title I of the Housing Act of 1949 but wish to 
indertake a public housing program for low-income families. 


Recommendation No. 6: 


We recommend that the preferences for otherwise eligible families 

_ displaced from slum clearance or urban redevelopment areas con- 
tained in the Housing Act of 1949 be extended to eligible families 
displaced by other public undertakings which result in the demoli- 
tion of dwellings, such as new highways, bridge approaches, street 
widenings, the demolition of temporary war housing, or condemna- 
tion through local health or sanitary iaws. 


We believe that this amendment will bring a closer coordination 
between public housing for low-income families and a program of 
yeneral civic improvement. We think that the present preferences 
are too narrow, restricted as they are effectively to programs under 
or similar to Title I. There are many other public activities such as 
those mentioned above which cause families to be forcibly displaced. 
In particular we believe that if there is going to be a large-scale law 
enforcement program, resulting in the closing or condemnation of 
substandard dwellings, the rehousing of families living in them must 
be facilitated. 

Our amendment would give flexibility to local housing authorities 
in the establishment of preferences at any given time. This would 
permit the giving of a preference for a particular local activity under 
way at the moment and terminating the preference when it is no longer 
needed. We would permit local housing authorities to reserve a given 
number of public housing units for the rehousing of families displaced 
from the site of a specific project. 

Preferences for families of veterans and servicemen contained in the 
present law would be retained as a first preference within any prefer- 
ence groups which are established. 


Recommendation No. 7: 
We recommend that the Housing Act of 1949 be amended to 
provide: 

1. that the present authorized payments in lieu of taxes at 10 
percent of shelter rents be made mandatory, provided that 
the local contribution through tax exemption must be at 
least 20 percent of the Federal contribution, or 
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2. that where State laws permit and localities so desire, public 
housing for low-income families may be subject to full taxes 
provided that the locality agrees to pay in cash the difference 
between full taxes and 10 percent of the shelter rents, so 
long as there is a Federal annual contribution, and 

3. that where the local contribution is through tax exemption 
the amount of the full taxes which would have been levied if 
the housing were privately owned and the payments in lieu 
of taxes received be made a matter of public record. 


It was the intent of the Housing Act of 1949, as well as the earlier 
United States Housing Act of 1937, that the public housing program 
for low-income families be a joint program of the Federal and local 
governments. In this joint program it was properly provided that 
the public housing be exempt from local taxation, as are all other 
properties used for a public purpose, but that a reasonable payment 
be made for municipal services. After much study the Congress pro- 
vided in the Housing Act of 1949 that the local authorities should 
pay 10 percent of the shelter rents as a payment in lieu of taxes to the 
locality. (See Exhibit 17.) - 

It has been recommended to our Subcommittee that this formula be 
changed to provide that full taxes be paid and that a remission of 
the taxes be made through appropriations of the local communities. 
It was also recommended that should the present formula be con- 
tinued, the payment and the local contribution both be made certain 
and definite and understandable. : 

Our Subcommittee has devoted considerable time to the recom- 
mendations on taxes and believes that our proposals satisfy the objec- 
tives of those concerned about this phase of the program. 

First, we believe that our Recommendation No. 4 above meets one 
of the principal objectives since the local community will ultimately 
be paid back, insofar as possible, the contribution which it has made 
through partial tax exemption. : 

Second, there was a question raised before our Subcommittee con- 
cerning the obligation of the local housing authority to make pay- 
ments in lieu of taxes. We have met this question through our amend- 
ment making such payments mandatory. 

Third, we have provided in our amendment for a choice to the lo- 
cality either to continue the present system of contributions through 
partial tax exemption or to require the payments of full taxes provided 
that the locality agrees to appropriate to the local housing authority an 


, amount equal to the difference between full taxes and 10 percent of 
the shelter rents. 
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Finally, we have provided that if the locality chooses the method of 
making its contributions through partial tax exemption that the 
amount of full taxes which would have been levied if the housing 
were privately owned and the payments in lieu of taxes received be 
made a matter of public record. This, we believe, meets the objective 
of making the amount of the local contribution certain and known. 


ADMINISTRATIVE CHANGES 


We have received many recommendations for the improvement, of 
the present program, for the elimination of alleged weaknesses and 
abuses, and for carrying out the original intent of the Housing Act 
of 1937, as amended in 1949. Most of these recommendations do not 
require changes in the law but are purely matters of administration. 
The present Commissioner of the Public Housing Administration is 
cognizant of the situation and has informed our Subcommittee that 
he is taking, and will take any further, necessary steps. 


Recommendation Ne. 8: 


We recommend the use, where feasible, of existing sound structures, 
with rehabilitation if necessary, instead of relying solely upon new 
construction. 

We believe that wherever possible there should be full use of re- 
habilitated existing sound structures for public housing for low-in- 
come families. This has always been possible under the existing law 
but the provision has not been utilized. Our Subcommittee believes 
that where it is economically feasible to rehabilitate sound existing 
structures and where their use fits where necessary into an overall 
plan for neighborhood improvement and conservation that rehabili- 
tation should be considered before any new construction is authorized. 


Recommendation No. 9: 
We recommend that, wherever feasible, public housing should be 
built at lower densities. 

Our Subcommittee received complaints that densities of public hous- 
ing developments are too high. Where housing was developed on 
slum sites the densities sometimes were increased two-fold. The 
principal reason for this is the high cost of slum sites and the desire 
to keep unit costs within reasonable bounds. We believe, however, 
that it is short-sighted economy to make savings in site cost at the 
expense of developing crowded and congested projects which are not 
too well accepted in some localities. : 

One of the methods of lowering densities of public housing would 
be to make sites available through Title I where there is a write-down 
in cost to the use-value of the site. We believe that it was fully in- 
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tended in the Housing Act of 1949 that some urban redevelopment 
sites be made available for public housing for low-income families. 
We believe that in any event the densities of public housing develop- 
ments should be reduced. The Public Housing Administration should 
keep a separate record of slum clearance cost and show it as a lump 
sum for the project and not try to prorate it as part of the cost. of 
dwelling units. | hs 


Recommendation No. 10: 


We recommend that public housing developments be smaller and 
that possibly scattered sites be used for individual dwellings. 


Many developments in the existing program are entirely too large. 
We recognize that this is due in part to an attempt to establish a decent 
neighborhood for developments set down in slum areas and surrounded 
by substandard housing. Another reason advanced for large develop- 
ments is economies in construction and management although this has 
never been clearly demonstrated. 

It is our belief that smaller developments and even scattered dwell- 
ings would be much better for the localities and for the residents. 

It was recommended to our Subcommittee that public housing proj- 
ects be designed so that the dwellings could eventually be sold to 
families who become ineligible for continued occupancy. While we 
believe that future projects should be designed so that they could be 
sold if they are no longer needed for low-income families we do not 
believe in a general sales, program to families who become ineligible. 

We are in sympathy with the general objectives of the proponents 
of this proposal in that we believe that they have a genuine desire 
to permit families to remain in their dwellings if they should wish to 
do so, even if their incomes increase beyond the limits for continued 
occupancy. We believe, however, that this problem should be met 
through our Recommendations No. 1 and No. 2 for the expansion of 
private enterprise both through rehabilitation of sound existing struc- 
tures and the construction of new housing. We believe that addi- 
tional standard housing is the answer to this problem and we should 
not dispose of any of the limited supply of public housing for low- 
income families as long as it is needed. If there is a continuing need 
and a unit is sold it merely means that another public housing unit 
would have to be constructed. 


Recommendation No. 11: 


We recommend that design of developments conform more closely 
to local dwelling patterns and construction practices. 


it has been brought to the attention of our Subcommittee that all 
too often, public housing developments are completely different from 
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the type of dwellings customarily built in a locality, are lacking in 
domestic scale and design, and use of materials, and thus stick out 
in their neighborhoods as ‘projects’ rather than homes. 

Single-family homes have been consistently refused approval and 
even twin houses have been turned down in most cases. Single story 
houses have also been discouraged although in many localities they 
are the customary type of dwelling. Density requirements have not 
permitted giving families in smaller localities the land which they 
are accustomed to have for gardening and family use. 

We recognize that the requirements which have been imposed were 
largely an attempt to hold capital costs toa minimum. We believe, 
however, that the use of types of construction familiar in a locality 
may well offset other increases. Moreover, we believe it is certainly 
arguable that the changes advocated would result in the residents 
being able to assume greater responsibility for the maintenance of 
their homes and thus reduce operating costs and consequently annual 
contributions of the Federal Government. 

Project design, construction methods, and materials have sometimes 
been employed which are not usual in other local dwelling construc- 
tion. We believe that if these conformed more to local practices it 
would be possible for local authorities to secure bids not only from 
the larger private construction companies as at present but also from 
private operative homebuilders who do not now bid generally on 
public housing developments. | 

We believe, furthermore, that there should be a full exploration of 
the possibilities of using mass-produced houses for public housing 
developments. 


Recommendation No. 12: 


We recommend that more attention be paid to the problems of the 
aged, both in the design and size of dwellings. 

Our Subcommittee is impressed by the information given us on the 
particularly difficult plight of the aged in finding adequate housing 
within their reduced means. Data for 1951 (see Exhibit 5) show 
that one-half of the 3 million urban families and a similar proportion 
of the 1 million rural nonfarm families with the head of the family 
65 years or more had incomes of less than $2,629 and $1,307 , Tespec- 
tively. For families of all ages, half of the urban families had in- 
comes less than $4,071 and half of the rural nonfarm families had 
less than $3,365. For aged individuals living alone, or with others 
who were not related, half in urban areas had incomes of less than 
$711 and half in rural nonfarm places had less than $47 8 incomes. 

The aged are becoming an increasingly more significant part of 
the population as medical science has found the means of keeping 
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more persons healthy to an advanced age. Since earning power is 
greatly reduced and more reliance has to be placed on old-age pensions, 
the older families are becoming a far larger part of the problem. 

It is generally recognized that the public housing program for 
low-income families is particularly important for children in their 
formative years. For this reason, local housing authorities have 
paid particular attention to the provision of housing for families with 
children, and have taken care to provide units for relatively large 
families. | 

Our Subcommittee recognizes the need of decent housing for fam- 
ilies with children. We believe, however, that greater attention 
must be paid, both in the design and size of dwellings, for the aged 
whose housing needs are also acute. 


Recommendation No. 13: 


We recommend that the present method of financing the capital cost 
of public housing with funds from private investors be retained. 


It has been recommended to us that it might be more desirable for 
the capital cost of public housing for low-income families to be 
financed by the U. S. Treasury either through direct loans or the 
purchase of local housing authority obligations. 

We believe that it was a sound intent of the Housing Act of 1949 
to encourage the full participation of private investors in the financ- 
ing of public housing for low-income families. We believe it is a 
basic principle to rely upon private enterprise to the greatest possible 
extent in all undertakings. 

It was also recommended to us that the present Federal income 
tax exemption of local housing authority obligations be removed. 
Our Subcommittee is strongly of the opinion that the question of tax 
exemption of these particular bonds cannot and should not be divorced 
from a consideration of the tax exemption of other obligations of 
the States and municipalities and other public bodies generally. 

One of the arguments advanced for the removal of tax exemption 
from local housing authority obligations is that the tax exemption 
feature attracts investment funds which otherwise would go into 
financing private construction. Our Subcommittee finds no validity 
in thisclaim. The funds which go into tax exempt securities, be they 
local housing authority issues or those of other loca] political sub- 
divisions, generally would not be available for mortgage financing of 
private housing. If local housing authority securities were not avail- 


able, such investment funds would be put into the many other issues 
of local public bodies. 
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Recommendation No. 1 4; 


We recommend a tightening of administrative practices to prevent 
the promotion of public housing in localities by Federal employees. 


The Federal statute, in recognition of the sound principle that 
there should be local determination of the need for public housing for 
low-income families, now provides that the Federal Government may 
not give financial assistance “unless the local governing body of the 
locality involved has by resolution approved the application of the 
public housing agency for such preliminary loan” and “unless the 
governing body of the locality invoived has entered into an agreement 
with the public housing agency providing for the local cooperation 
required by the Authority pursuant to this Act.” Thus, it is impos- 
sible under the present statute for a local housing authority to proceed 
with a public housing program for low-income families unless it has 
the approval of the local governing body of its locality. 

Even though the program has to be approved by the local govern- 
ing body, we do not believe that employees of the Public Housing 
Administration should attempt to promote the program. We do 
believe, however, it is not only entirely proper but the duty of any 
public agency, Federal or local, to inform the public of the program 
which it is administering, how it operates and what its purposes are. 
We also think that it is proper, and often necessary, for Federal of- 
ficials to visit localities at the request of the local government to ex- 
plain the operations of their program in relation to local conditions. 

It was recommended to our Subcommittee that the present Federal 
law be amended to require a local referendum before a public housing 
program can be undertaken in a community. We have given serious 
consideration to this proposal and have reviewed the legislative his- 
tory on requirements for local referenda both in the Federal and 
State laws (see Exhibit 19). 

As a result of our investigation and considerations we recommend 
no change in the Federal law in this regard. We believe that a re- 
quirement in the Federal law for a local referendum would be a clear 
violation of the rights of States and localities to determine what lim- 
itations, if any, they might wish to establish on their representative 
form of government and to operate their own programs as they desire. 

It is entirely possible now for any locality to have a referendum on 
public housing if it wishes. We do not believe that it should be made 
mandatory that a locality have a referendum if it prefers to operate 
through its elected representatives on the City Council. This recom- 
mendation is entirely without regard to the question of public housing 
but represents to us a clear principle of the rights of States and lo- 
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calities to carry on their government in the way that they, in their own 
localities, believe that it should be conducted. 


LANHAM ACT HOUSING 


The Executive Committee assigned to our Subcommittee the matter 
of disposition of war housing constructed by the Federal Government 
under the Lanham Act. We were aware that the recommendations 
being considered by the Subcommittee on Organization would affect 
the disposition program. We were also informed by the Public Hous- 
ing Administration that there were no immediately necessary legis- 
lative changes but that certain desirable administrative changes were 
being made.. In view of these circumstances our Subcommittee is 
making no recommendations with respect to the disposition of Lan- 
ham Act war housing. 
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ATTACHMENT TO REPORT OF THE SUBCOMMITTEE ON 
HOUSING FOR LOW-INCOME FAMILIES (APPENDIX 3) 


The Advisory Committee, in adopting the Report of the Subcom- 
mittee on Housing for Low-Income Families, took the following 
uctions on the Subcommittee’s recommendations. None of the changes 
which were made by the Advisory Committee were incorporated by 
he Subcommittee into its Report. 


Recommendation No. 1: Accepted. 
Recommendation No. 2: Not accepted. 
Recommendation No. 3: Accepted with changes as follows: 


We recommend that pending demonstrated progress towards the 
achievement of the objectives of the full comprehensive program 
proposed by the Committee, including the expansion of the mort- 
gage insurance program of the Federal Housing Administration to 
extend home ownership to more and more families in all income 
levels, particularly among the low-income families and minority 
groups, and also encouragement and assistance to private enterprise 
to construct low-rent housing for lower income families with assist- 
ance of FHA, and pending the demonstrated progress towards the 
achievement of the objectives of a vast and aggressive program of 
slum clearance to be carried out by the communities of the Nation 
with the aid of Federal loans, grants, and mortgage loan insurance, 
the Public Housing Program for low-income families as contained 
in the Housing Act of 1949, should be continued in such amounts as 
the Administration and Congress may determine, with due regard 
to (1) the continuing housing needs of low-income famnilies, (2) the 
ability of the Federal Government to provide funds for the necessary 
grants, (3) the Federal grants and fiscal policies as they relate to all 
other grants and subsidy programs of the Federal Government, and 
(4) the impact which the financing of all Government subsidy pro- 
grams that may be authorized will have on the supply of investment 


funds. 


Whether the financing of public housing in the local and Federal 
proportions now existent shall be by capital grant or annual sub- 
sidy method has not been dealt with by the Committee. 


Recommendation No. 4: Accepted. 
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Recommendation No. 5: Accepted with changes as follows: 


We recommend that the Housing Act of 1949 be amended to provide 
that before qualifying for grants for public housing, the locality 
shall present a workable program to attack the problem of urban 
decay. . 


Recommendation No.6: Accepted. 


Recommendation No.7: Paragraphs 1 and 2 were ere without 
change. Paragraph 3 was accepted with the addition of the under- 
lined language so as to read as follows: : 

3. that where the local contribution is through tax exemption, 
the amount of the full taxes which would have been levied if 
the housing were privately owned and the payments in lieu 
of taxes received be made a matter of public record, and that 


where local contributions are paid in cash or through tax 








exemption, as provided in Paragraph 2 or 3, estimates of 














such amounts also be made a matter of public record prior to 


entering into a contract for annual contributions for the 





assistance of a public housing project. 





Recommendation No. 8: Accepted. 
Recommendation No. 9: Accepted. 
Recommendation No. 10: Not accepted. 
Recommendation No. 11: Accepted. * 
Recommendation No. 12: Accepted. 
Recommendation No. 13: Not accepted. 
Recommendation No. 14: Not accepted. 
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Exureit 1 


SELECTED CHARACTERISTICS OF NONFARM HOUSING IN THE 
UNITED STATES, 1950% 


[In thousands] 








Number of dwelling units 





Total ethan Rural 





Nonfarm Nonfarm 

TENG GD OTC a a meee sree ties eee) tse 
ie ain cy Gata: 39, 625 29, 569 10, 056 
Meco Cw enim UMItS\ A265 02.225. 22e2.fliL i 225222 ae 37, 105 28, 492 8, 613 
ONT SC TS oie | eS Se aa geen Aiea 19,802 | 14.377 5, 425 
ASE PG ERE IC 1 oe ecient etalon pice peared aa yp eae oe ey 17, 304 14, 116 3, 188 
Wo carmtwew aioe umleseh 29-0 28* hse cn ns on sca sageeen eke 2, 437 1 021 1, 416 
Le) OL 2 Se a: i aiah riie aaa mena =iieneni er: ” 639 "493 146 
SNNICGUR, GONADS ON ae ee se a SE IO 1, 798 528 1, 270 
INOMLeS Gea GVClLNCES == = sa ams aa nen aren ews ee rea ere ” 83 56 “7 

Year built: . 

Meme aot) foes StS Ske See mss Ssos sc scskaes eee nan ees 38, 082 28, 547 9, 535 
ee Otto © Sena Sac sess sees eee Zier ctorstieses ss eehees a sseens 5,320 3, 366 1, 954 
Gri is en Soar * os Aa ty ane nies ono er ors oes Enora xe Seeders 2, 911 2, 154 757 
GSO) [a LSS C Sa eee gee cons ee ee UE SC Pee 2 4, 980 3, 304 1, 676 
LCOS 0) aN ee Rese yn 7, 893 6, 464 1, 429 
ONOVORC ATM Carer ee OE RE Se Soy Rhee Sees eee 16, 978 13, 259 oh (Al) 


CONDITION AND PLUMBING FACILITIES OF DWELLING UNITS 


fe Gea mmiver Tenori ite —----..-.- --.2:----~.---- Sepa 2. 5 Ls 38,368 | 28, 763 9, 605 
Dilapidated or lacking private indoor flush toilet or bath or hot and 
BOG. AU SRUR TRIER TEIN ce rp a ei ae om OE 11, 696 6, 392 5, 804 
Not dilapidated but lacking private indoor flush toilet or bath or 
NOt An dacold renin aw Abel == a ee ee eae ee 8, 551 4, 538 4,013 
Dilapidated with private indoor flush toilet and bath and hot and 
CONG TAANINE WALCE 20s eno. Can seasues se nenec asd enseeekben 597 510 87 
Dilapidated and lacking private indoor flush toilet or bath or hot 
and cold rimnine water. of. faa OSs se ccscasceexensesceeeevtose 2, 548 1, 344 1, 204 
Occupied dwelling units reporting---_-_----------------------------------- 36, 165 27, 807 8, 358 
Dilapidated or lacking private indoor flush toilet or bath or hot and 
Gold eimmbine Weber. <2 2. ee tte ane at be ae ae 10, 580 6, 103 4,477 
Not dilapidated but lacking private indoor flush toilet or bath or 
Toteudiecls Minmine Water 2.2.0.2 22512-4525-2252 54 2eeean esa 7, 756 4, 347 3,409 
Dilapidated with private indoor flush toilet and bath and hot and 
Cold wining Water. .2 Set = ssa: ates sstectese ee 565 487 78 
Dilapidated and lacking private indoor flush toilet or bath or hot 
and cold running water _._.-.-.-------------------------------- 2, 259 1, 269 990 
Occupied by whites, number reporting__---.------------- ee ee 33, 162 25, 411 7,751 
Dilapidated or lacking private indoor flush toilet ox bath or hot and 
cold: runnine.water..:-- /52-------j-----=------------7------2-25"--= 8, 540 4, 636 3, 904 
Not dilapidated but lacking private indoor flush toilet or bath or 
hot and cold running water ___.-_--------------------><------:- 6, 638 3, 539 3, 099 
Dilapidated with private indoor flush toilet and bath and hot and ; 
cold running water...------------------------=-----=--20--=5--7- 469 393 76 
Dilapidated and lacking private indoor flush toilet or bath or hot 
and cold running water -.-.--.-.-------------+------=-++-----=-- 1, 433 704 729 
Occupied by nonwhites, number reporting-.---_--------------~----=------,- 3, 003 2, 396 607 
Dilapidated or lacking private indoor flush toilet or bath or hot and : 
cold running water_..-.-------=-==----=-++-----=---=- wine naan anennee 2, 040 1, 467 57 
Not dilapidated but lacking private indoor flush toilet or bath or . : 
hot and cold running water ---------- = = nee ene nena none os 1, 118 808 10 
Dilapidated with private indoor flush toilet and bath and hot and : 0 ‘ 
cold running water -..-----+----~2----2--<-<-<0 72> eee ee 6 
Dilapidated and lacking private indoor flush toilet or bath or hot De oan 
: and cold running water ----------------------- Eee eee es 826 
Oe eee ee 39,007 | 29,204) 9, 808 
With private flush toilet._..-------------------------------------- ae ~ a ae : oe 
No private fush toilet. ...-.---2-+------------9-==--24 one aie tens te 
Shared flush toilet. ._---.----------------------------------"-- is 1, 
6, 589 2, 186 | 4, 403 





Other or none....-----------------------=-------- 222222 "==-="" 
1Source: Uz S. Bureau of the Census. 
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SELECTED CHARACTERISTICS OF NONEFARM HOUSING IN THE 
UNITED STATES, 1950—Continued 


{In thousands] 











Number of dwelling units 


ae 





: Total Uroan Rural 











Nonfarm Nonfarm 
CONDITION AND PLUMBING FACILITIES OF DWELLING UNITS—Ccon. ~- ‘ 
Bathing facilities: ; 
Number fteporting. o.2. 2.222 5.5 Sa- seks ee eae ease eee eee sae 38, 589 28, 920 9, 669 
With private bathtub or shower..--.. S2bsseeie ett eo 29,178 | 24, 165 5, 013 
No private bathtiub.or shower.2--2 = eaese ce eee ee " > 9, 411 4,755 4, 656 
Shared bath tubvor sShowers-2-- - sa eee a eee ene = eee uel 1, 560 151 
INOIDATHtU bien Show elec. > =. ee ee ee 7, 700 38, 195 4, 505 
Water: ; : 
Number tepOrtin go <2 Satis oe. aS eee eee ee ee 39, 040 29, 241 9, 799 
Piped running water imside'structtlre. = ==>. == 2 ae 34, 834 28, 172 6, 662 
Hot and cold piped running water inside structure__._________ 29, 975 25, 053 4, 922 
Only cold piped running water inside structure_______________ 4, 859 3,119 1, 740 
No piped running water inside’structure______.____---_-___- Ree = fe 4, 206 1, 069 3; 137 
Piped running water outside, structure. -— 1. oo ee 895 560 835 
No pinedsnunnine waters. 5a. =e eee eee Sa eeeee 8, 311 509 2, 802 
Persons per room in occupied dwelling units: 
INU Wersrep Or bim pe eee ee ee, otc ee ere ete 36, 549 28, 098 8, 451 
O: TO8OR TOSS S a a as Doe Snr Ss eS 22, 140 17, 245 4, 895 
: OW7GtO TESS ke ee Be iS ns ee She 125373 9, 545 2, 828 


1 OISOr MOKe se he Oe eet ce ee SS hee 2, 036 1, 308 728 
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Exuripit 2 


SELECTED CHARACTERISTICS OF NONFARM HOUSING IN THE UNITED 
STATES WHICH ARE COMPARABLE IN THE CENSUSES OF 1940 AND 
1950 


{In thousands] 








Number of dwelling units 











1940 1950 
aia i@ipe Mite musngetes- 0, 2 f) b.. 7 . 8... Bos il) Bree Tie! 29, 683 39, 625 
Occupancy status: — ( 

Mecmmiodsl WOllt e ANS: oes oe odo. Sa a ag cole ee Be 27, 748 37, 105 
Osler 0cCUD ed a=. a8 oan ss ee Fos ges gene nee poe tls 19, 802 
Momrerwecupied et i524. -2i- EEL Lt 230i i vis) 2. 2c RE 16, 335 17, 304 

Toilet facilities: ff 

REM Mem LC WOUCIN Ga ob ans can cages wa tn nie p= oe Se Sn gene 29, 244 39, 007 

WD Debvetemiisn toilet =2.522_s28 bi oe AK. 222-2. BRST Eb 21, 124 30, 603 

INE FASE, FS C7 el Sa ee ne pe ree 8, 120 8, 404 
pared Mush cOnetl. 31-211 he fee5. 54. LL that 1, 814 1, 815 
EEC OMCs sieratmn gt sane aninaeoentp «needs se2e-anhase~csame soe 6, 306 6, 589 

Bathing facilities: 

DROUIN EO WOM UME eons i wc cauine ee oan sa sendapes cn yes caw sueeeeee 29, 197 38, 589 

With prinate bathtiubror shower. ..22.--.-.9.9i:.¢4- 121. Giese Au 19, 726 29, 178 

MG RIVate PAGAN OF SHOWED 2. <2 eie oo ab asain gap ence ups pe eeenasee 9, 472 9, 411 
phared bathtub enshowert ct: 22422 49.-.-e44-) 2-292 iil Be 1, 706 1, 711 
Twa bin Gl SMOWOl 32 - cass ann sc act eesne sees Jenouasieedeseaeee 7, 766 7, 700 

Water: 

RIOR POU OC UNAS on oo aoe eon ny ee ea aaa lan ane eee 29, 353 39, 040 

Piped running water,inside structure !...._.-+.--.-.-----222-1--+525--52- 24, 456 34, 834 
Hot and éold piped running water inside structure-_..--.....-.-----]...----.-.--<, 29, 975 
Only cold piped running water inside structure_._.--..---------2----|_------------- 4, 859 

NOjpiped, running water inside structure;!...: 44. -220.425422-3--4-L---. 4, 897 4, 206 
Piped running water outside strictures. $2 Js22-4-25--f 49-2252 1, 199 895 
ING DIpeGenMMinint Se WilOie- ses - aoe. oo ee es = gee Ss 3, 698 _ 3, 311 

Persons per room in occupied dwelling units: 
Number,reporting».- so-2- 54 ees daee-leunless dee - ogee tee - sto -sp- 27, 420% 36, 549 
ee ee et Se Perec me 84 tes 15, 499 22, 140 
O18 te pe ne TS SOR “BR aie ee Tee 9, 973 12, 373 
1. SLGr more sos2-5 wee be hee ese eo y- S-= Saeaae: Se st es5= 1, 957 2, 036 





1 In 1940, the data on running water relate to the dwelling unit rather than the structure. 
Source: U.S. Bureau of the Census. 
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Exursir 3 


EXPLANATORY NOTES ON TABLES PROVIDING CENSUS DATA ON 
HOUSING CHARACTERISTICS * 


1. Dwelling unit—A dwelling unit is a group of rooms or a single 
room occupied or intended for occupancy as separate living quarters 
by a family or other group of persons living together or by a person 
living alone. * * The count of dwelling units in the 1950 Census may 
be considered comparable with the count in the 1940 Census although 
the dwelling unit definitions differed. * * * In the 1940 Census, a 
dwelling unit was defined as the living quarters occupied, or intended 
for occupancy by one household. 

.2. Vacant dwelling wnits-A dwelling unit is vacant if no persons 
were living in it at the time of enumeration, except when its occupants 
were only temporarily absent. * * * New units not yet occupied were 
enumerated as vacant dwelling units if construction had proceeded 
to the extent that all the exterior windows and doors were installed 
and final usable floors were in place. All vacant units, whether or 
not dilapidated, were included if they were intended for occupancy 
as living quarters. 

8. Vacant dwelling wnits—Available-—This category provides a 
measure of vacant dwelling units which are on the housing market 
for year-round use. It excludes dilapidated, seasonal, and other 
vacant dwelling units not on the rental or sale market. * * * Itshould 
be noted that vacant. dwelling units were considered “available” even 
though they lacked one or more standard plumbing facilities. All 
other vacant dwelling units were classified as “not available.” 

4. Nonresident dwelling unit —A nonresident dwelling unit is a unit 
which is occupied temporarily by persons who usually live elsewhere. 

5. Dilapidated—In need of major repairs —A dwelling unit was 
reported as dilapidated when it had serious deficiencies, was run-down 
or neglected, or was of inadequate original construction, so that it did 
not provide adequate shelter or protection against the elements or 
endangered the safety of the occupants. * * * In the 1940 Census 
Agee rom was not enumerated; the concept “needing major re- 
pairs” was used to provide information about the condition of housing. 
‘A dwelling unit was classified as “needing major repairs” when parts 
of the structure such as floors, roof, plaster, walls, or foundation 
required major repairs or replacements. * * * No reliable data have 


1 Source: Data from U. S. Bureau of Census. 
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been obtained to compare the relationship between the “major repairs” 
category and the “dilapidated” category. It is the opinion of a num- 
ber of qualified housing economists, however, that “dilapidation” is 
a more rigorous test of poor housing condition than is “needing major 
repairs” and that if the two definitions were applied in the same 
census, the national count of “dilapidated” units would be smaller 
than the count of units “needing major repairs.” 

-6. Condition and facilities of housing in 1940.—Because of the dif- 
ferences in definitions between the 1940 and 1950 Censuses it is not pos- 
sible to compare dwelling units at the two dates by an overall measure 
of condition and plumbing facilities. The figures for 1940, according 
to the definitions then in use, are, however, given below: 


Dwelling units 
(in thousands) 


ea PEU RWG eh CO URINE a a ae ce a Zils 4ao 
In need of major repairs or lacking private indoor flush toilet or bath or 
Pun Ine Woe Pe So. 6t fo ode eid (3 rea os Hs ies. ee iene eet 10, 627 
PMCCENOr 112 J0T TOVAES 45 ee ae ee ats Oy DoD 
Not in need of major repairs but lacking private indoor flush toilet or 
pathcor sunmiue water iee lr tae ee Ee ee 6, 692 
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ESTIMATED COST TO MAINTAIN FAMILIES AT A LEVEL OF 
ADEQUATE LIVING * 


1. “In the spring of 1945 the Labor and Federal Security Subcom- 
mittee of the Committee on Appropriations of the House .of Repre- 
sentatives directed the Bureau of Labor Statistics ‘to find out what it 
costs a worker’s family to live in the large cities of the United States.’ 
The Subcommittee indicated that it wanted to know the relative differ- 
ences in living costs between cities and, in addition, the total number 
of ‘dollars required for the average worker in overalls to live in these 
cities.’ ” | 
2. The budget, for a family of 4 persons including an employed 
father, a housewife not gainfully employed, and 2 children under 15 
in school was developed by the Bureau of Labor Statistics “to represent 
the estimated dollar cost required to maintain this family at a level 
of adequate living—to satisfy prevailing standards of what is neces- 
sary for health, efficiency, the nurture of children, and for participa- 
tion in community activities.” 

8. This budget was last priced by the Bureau of Labor Statistics 
in October 1951. Its cost is shown in the following table for each of 





34 large American cities: : 

City: Total budget City: Total budget 
play ees oe Se Zhe $4,315 Milwaukee, Wis.2....._.<. $4, 387 
Baltimore, Md. ---. 2. 4,217 Minneapolis, “Minn 2.2 2. 4,161 
Birmingham Adase.. 2052) 2 4,252" Mobile; Al@si..W. tk 5S 3, 969 
Boston, Moss 222450 2025.2. 4,217 New Orleans, La______ PAR? at Poo 3, 812 
LESUT EI (GPs sae ce os ee 4.227%) a iNew ¥ opk, NS Yeceuhweless aes 4,083 
CHCA SO. ee ee a AlSOy SONOLLOUK.. Vitel. ge ale 4,146 
Cincinnati, Ohio. 22... a, 20s" Philadelphia, Pai. «ou ke 4, 078 
Cleveland, Ohio_____________ 4,105 “Fitwsburen, Pao a ee 4, 203 
Denver, Cole ce. oe 4,199" Portland; Maine... pe 4,021 
Detroit; MiGhosie= be oe ze, aetO5 > "Portland: \Oreg.) au ities Dew 4,153 
PrOuston,: DEX Sosa sae ee on 4,304 Richmond). Vas.2=. 1.0... 4, 338 
Indianapolis, ainds.2 0222.25 4,044 St. louis, Mou 2.) coe 4,112 
Jacksonville, Fla____________ 4,202 San Francisco, Calif=._.-o_— 4, 263 
mnuses: City, Morte. ...2se._ 3,960  Suvannah, Ga. 4, 067 
ospangeles, Calif. vou. 2.23 dvouie, wcranton, Paes. Je. boeuf 4, 002 
Manchester, N. H___________ 4,090 Seattle; Wash.icive sn. ses 4, 280 
Memphise:Tenn <2 23 4,400. -Washington, D.,Olc... 225... 4, 454 


4. For a detailed description and evaluation of the BLS city workers 
family budget, see the attached statement by Hazel Kyrk. 


1Source: U. S. Bureau of Labor Statisties. All quotes are from Bureau of Labor 
Statistics Publications. 
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BLS CITY WORKERS FAMILY BUDGET 


By Hazel Kyrk 


Note.—The following study, which contains a description and evaluation of the 
BLS city workers family budget, was prepared at the request of the Subcommittee 
on Housing for Low-Income Families and other Subcommittees. The study was 
done by Dr. Hazel Kyrk, Professor Hmeritus, University of Chicago, who is a 
recognized authority in the field of consumer expenditures and served as Chair- 
man of the Technical Advisory Committee to the Bureau of Labor Statistics on 
preparation of the budget. 


LEVEL OF LIVING REPRESENTED BY BLS BUDGET 


The BLS city workers family budget was developed as an instru- 
ment for measuring the cost of maintaining a four-person family at a 
defined level in the large cities of the United States. The level of 
living which the budget was designed to represent may be described 
as the minimum which would be considered adequate according to 
generally accepted American standards. The Bureau has described 
the budget as a method of estimating the dollar cost of maintaining 
families of the specified size “at a level of adequate living—to satisfy 
prevailing standards of what is necessary for health, efficiency, the 
nurture of children, and for participation in community activities” 
(BLS Bulletin No. 927, p. 3). Whether it is considered that the 
actual budget developed does represent a level of living that may be 
described in these terms will depend upon two things: one, the mean- 
ing given to the words “minimum”, “necessary” and “adequate”; two, 
the judgment of the Bureau’s procedures in constructing the budget— 
whether they provided items and quantities representative of the level 
of living described. . 

The Bureau warns, “It is not possible to describe this budget in a 
few words or phrases without the possibility of misinterpretation” 
(Bulletin No. 927, p. 4). But for no other budget have the concepts 
underlying it and the procedures used in constructing it been so fully 
discussed both in the bulletin referred to and in papers published in 
professional journals by members of the staff. Not only have the 
procedures used in constructing the budget been described in detail 
and their rationale in terms of the objective but the meaning of the 
terms “adequate” and “minimum” as applied to the level of living 
defined by the budget have been rather fully discussed. The basic 
assumption of the Bureau was that there is a level of living that 
according to the prevailing standards in the community is a dividing 
line between insufficiency and inadequacy and their opposites. Be- 
low that line most families would feel poor or deprived of something 
essential; above it, there would be less sense of privation or not 
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enough, more emphasis upon improvement of quality, rather than 
sufficiency in a quantitative sense. “The definition of the budget 
recognizes that in the actual experience of families there is a scale 
which ranks consumption patterns in an ascending order from mere 
subsistence to plenitude in every respect. The budget level de- 
scribed * * * is at a point on this scale below which deficiencies 
exist in one or more aspects of family consumption”. (Bulletin No. 
927, p. 9). In the construction of this budget the fact that what are 
commonly considered necessaries include not only items that meet 
biological needs but those that have only conventional, aesthetic and 
social values was expressly taken into account. It is a relatively 
simple matter to ensure that a budget makes provision for known 
biological needs, the necessary nutrients, for example, but to ensure 
that it includes what is essential for other purposes is a more complex 
problem. | 

The Bureau was able to describe its procedures in constructing the 
budget because for the first time objective procedures were used that 
could be described and duplicated by others. The items and quantities 
in all other budgets are the expression of the judgment of individuals 
or the consensus of the group responsible for the budget construction. 
They are not the result of a chosen procedure. The Technical Ad- 
visory Committee set up by the Bureau recommended procedures, not 
items and quantities for the budget. In general, the procedures were 
those designed to identify the community judgment as to what is 
necessary for acceptable living. “The chief indicator of group judg- 
ment which was used in deriving this budget was the manner in which 
families increase their consumption as their purchasing power in- 
creases” (Bulletin No. 927, p. 9). To determine the budget level of 
goods and services for all categories except food and housing the 
Bureau relied wholly upon indicators of group judgments derived 
from analysis of expenditure records. By this analysis they identi- 
fied the dividing point as the scale of consumption below which re- 
duction meets greater and greater resistance. They found that “As 
purchasing power increases, consumption levels above the dividing 
point expand at slower and slower rates” (Bulletin No. 927, G59). 

The selection of items for the food budget was based “first upon 
nutritional standards, and second, upon customary eating habits.” 
“The quantities of the foods included * * * were determined at the 
point in the scale of diets (as shown by the records) where the con- 
sumption of calories and nutrients agreed most closely with the rec- 
ommendations of the National Research Council” (Bulletin No. 927, 
p.12). The standards set up for the housing in each city were “insofar 
as practicable” those of the Committee on the Hygiene of Housing 
of the American Public Health Association. The Bureau says, “The 
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standards closely correspond with the essentials as expressed by fam- 
ily choices” (Bulletin No. 927, p.11). In some cities housing that met 
the standard was very limited in supply and its cost at certain pricing 
dates exceeded that which possibly the majority of families were 
paying. Community standards as well as the character of housing 
are likely to vary more than for other categories of family living. 
There is a standard, however, toward which all communities seem to 
be moving and it may be said that it was that standard which was 
adopted for the budget in preference to a variable community standard. 

Many comments might be made on the BLS budget. It embodies a 
concept of essentials that is relative, not absolute, except in the case 
of the requirements for biological needs. The latter change with 
changes in scientific knowledge, the former with the values, standards, 
and habits of the time and place. The level defined by the Bureau 
budget reflects the dynamic quality of the American standard of liv- 
ing and the democratic and equalitarian character of consumption 
habits and standards. As the general level of consumption moves up 
so will the level below which almost everyone will feel poor. The 
BLS budget is in no sense a prescriptive budget. The inclusion of 
a specific item or quantity does not indicate a judgment that said 
item per seis essential. “Each of the consumption groups 1s composed 
of a combination of articles and services which include many sets of 
substitutes” (Bulletin No. 927, p. 18). Families may be adequately 
nourished with other foods than those priced. The budget describes 
average choices. There are wider variations in some categories of the 
budget than in others both in tastes and in the number of substitutes 
on the market through which individual preferences may be expressed. 

What the budget was designed to measure was the average cost of 
maintaining families of the selected size at the level which according 
to prevailing standards in the larger American cities would be con- 
sidered adequate. Families with fewer members would require less, 
those with more, a higher amount. Some families will attain the 
given level for less money. They may produce more for themselves, 
buy less. They may have buying skills and competence beyond the 
average. They may have a more favored position in the market than 
others, or have made the purchase of a home on especially favorable 
terms. Some families may not feel poor at a consumption level 
below the one defined if their standards are quite different from those 
generally prevailing. But if the budget represents what it was de- 
sioned to represent, families on the average with incomes below the 
budget cost in their area, after adjustment for family SIZe, would be 
living at a level which they and others in their community would 
consider substandard. If their housing came up to standard, food, 
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clothing, recreation, insurance would be short. There are many pos- 
sible reasons for a substandard diet or occupancy of a substandard 
dwelling. Comparison of a budget-cost with income throws light 
on one of them. : 


Construction of Relief Budgets 


Family budgets priced in local markets have long been recognized 
as necessary tools for the equitable administration of private or public 
assistance programs. They are also the basis of estimates of legisla- 
tive appropriations needed or amounts to be raised by private phil- 
anthropy. For many years welfare agencies have been constructing 
such budgets as a basis for deterraining cash allowances to necessitous 
persons or families. These budgets have represented the judgment 
of an individual or, perhaps more commonly, the consensus, of a group 
on the basis of information concerning the consumption habits of 
low-income groups, nutritive requirements, characteristics of com- 
modities and the like. The BLS budget differs from such budgets 
in mode of construction as has been said since only to the most limited 
degree were the items subject to individual discretion. _ 

The cost of relief budgets, especially those constructed by public 
assistance agencies, is usually lower than that of the BLS budget. 
One reason is that relief recipients are often eligible for free services 
for which others are not. Relief recipients will not usually have such 
outlays as union dues, occupational expenses. Nor will they pay 
taxes. The relief budget is lower than the BLS budget primarily 
because it represents a lower level of living. It may be pitched at this 
lower level because it is conceived that these individuals or families 
will be living at this level only temporarily. The assistance is de- 
signed to tide them over a relatively short period of economic distress. 
Further, there may be the suspicion of undisclosed resources which 
supplement the assistance given. Even without these considerations 
the relief budget is likely to be pitched at a lower level because its 
cost comes out of other families’ pockets. Private agencies are likely 
to provide more liberally than public. They need not take all who 
apply and those who support them may be willing to make generous 
allowances to those whom they assist. But throughout the whole 
history of public assistance the sentiment has again and again be- 
come vocal that the destitute should not be supported at as high a 
level as that which the economically independent can attain. It may 
be argued, often not very plausibly, that provision at a higher level 
‘would weaken incentives to get off relief or not to become a public 
charge, that the relief allowance should be so low that most recipients 
would have a marked sense of privation. There is a level at which a 
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community is willing to support those in economic distress. This 
level will vary with the homogeneity of the community, whether in 
general those likely to be supported are of same race and cultural 
background with those supporting. It will vary with the general level 
of income. Although appropriations for assistance theoretically are 
based upon estimates of need which the budget when priced helps 
supply, those making the budget, consciously or unconsciously, adapt 
the budget to the amount they think will be forthcoming. The 
budget tends to become the “best” allocation of a given sum rather 
than the cost of a defined level. 


The Heller Committee Budget 


A city family budget similar in purpose to the BLS budget is that 
for the wage-earner family constructed and priced annually in the 
San Francisco Bay region by the Heller Committee for Research in 
Social Economics of the Department of Economics of the University 
of California. Originating in a request of the California Civil 
Service Commission, the Heller Committee budgets go back for about 
twenty years and have accordingly gone through several revisions 
and have become widely known. The 1946 edition describes the 
budget as “an attempt to measure the cost of maintaining the com- 
monly accepted standard of living of three different occupational 
groups in an American community. By the ‘commonly accepted 
standard of living’ is meant the sum of those goods and services that 
public opinion currently recognizes as necessary to healthful, reason- 
ably comfortable living.” 

The items and quantities in the Heller Committee budgets are those 
that in the judgment of the Committee and staff represent the level of 
living defined. The judgment is the result of study of prevailing con- 
sumption habits and of criticisms and comments to which earlier 
budgets have been exposed. The Bureau of Labor Statistics has com- 
pared the cost of its budget in San Francisco as of June 15, 1947, with 
that of the Heller budget for a wage-earner family. ‘The cost of the 
goods and services included in the Heller budget exceeded that of the 
BLS budget by about 12 percent. When insurance, taxes and similar 
items are added the total for the Heller budget was about 14 percent 
above that for the BLS. The Heller budget allowances were higher 
than the BLS for all categories except clothing and rent, heat and 
utilities. 'The BLS secured rents only on five-room dwellings that 
met certain standards as to facilities, state of repair and locality. The 
Heller Committee does not seem to have been so selective, securing 
rent quotations from five-room dwellings in “appropriate districts.” 
The result was a difference of about $6 in monthly rent. The Heller 
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budget allowance for house furnishings and household operation was 
54 percent above that in the BLS budget. The allowance for trans- 
portation was 67.7 percent higher since the Heller Committee assumed 
100 percent ownership of an automobile and an average period of 
ownership of 5 years and the BLS on the basis of the records assumed 
an ownership of only 74 percent and a period of ownership of from 
6 to 9 years. The Heller budget allows larger quantities.of most basic 
foods, 12.4 percent more meat, 39.5 percent more fluid milk, 63 percent 
more citrus fruits. 

The results of the comparison do not suggest that the method of 
budget construction used by the BLS raised the level beyond that set 
after long consideration by deliberative groups dealing with the same 
problem, but, if anything, lowered it. : 


What Can Families Afford To Pay for Housing? 


A family’s judgment of what it can afford to pay for housing, as 
well as its judgment of what it is willing to pay, is essentially a judg- 
ment of the importance of the goods and services it would have to 
give up (or the savings it would be obliged to forego or debts leave 
unpaid) if it paid more for housing. Similarly, the “outsider’s” 
judgment of what families can afford is based upon an assessment of 
the effect of a larger payment upon the level of living in other re- 
spects. The budget adviser who attempts to set a maximum figure or 
percentage of income is in effect saying that if a family in a given 
economic position exceeds the allowance the chances are that either 
something considered essential by commonly accepted standards will 
be sacrificed or the family will find itself obliged to sacrifice goods, 
services or saving that by its own standards it would have preferred 
to the housing values secured. The concept of a budget that defines 
essentials in the sense that does the BLS budget carries with it the 
concept that most families with incomes close to the budget cost will not 
be able to maintain the generally accepted standard in other respects 
if they move up the outlay for housing. Similarly, if they raise their 
money outlay for recreation, food, clothing, transportation except by 
virtue of some special economies or market advantages they will not be 
able to pay for housing of the standard defined in the budget. Those 
with incomes below the budget cost will be in the unfortunate position 
of choosing between degrees of inadequacy in the various categories; 
those with Incomes well above the budget cost in the fortunate posi- 
tion of choosing between degrees of adequacy or desirability. 

The relative valuation given by American families to housing as 
compared with other goods (or savings) could presumably be elicited 


from data showing expenditures in relation to income. The existing 
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data are, however, not ideal for this purpose and only recently have 
their deficiencies been fully realized and hasty conclusions avoided. 
The current income position of many families is not that to which 
their housing expenditure is related. Housing expenditures are more 
likely to be adjusted to their past income position or to expectations 
for the future, than to that of the immediate moment. In families 
with more than one earner they are more likely to be adjusted to the 
earnings of the main breadwinner or possibly those of husband and 
wife, than to the total family income including the earnings of sons 
and daughters. Families do not buy and sell, move from one dwelling 
or location to another, in response to temporary changes in income. 
Older couples may occupy housing acquired at an earlier period. 
Such families as well as others below their usual income position are 
relatively frequent at low income levels. 

Families entering the housing market do, however, make their 
commitments on the basis of a judgment concerning what they can 
afford and express by their rejections and acceptances what they are 
willing to pay. Correspondingly, they will move in time if they 
find themselves paying more than they “can afford” to pay. The 
time required will depend upon whether there is a housing shortage, 
whether there are dwellings available at a lower price or whether those 
available are so inferior to that now occupied that what would be 
gained by raising the standard in other respects would be offset by 
the deficiencies of the new dwelling. Outside observers may judge 
the choices and the relative values displayed in faulty choices quite 
wrong from the welfare standpoint. Such judgments suggest investi- 
gation of the reasons for these “wrong” choices and educational pro- 
erams designed to alter values and inform as to needs. 

Analysis of the data for renting families, secured in a series of 
urban studies going as far back as 1901, has led to the tentative con- 
clusion by BLS analysts that the outlay for rent, heat and the utilities 
is as inelastic an item as that for food That is, through a wide in- 
come range it neither decreases at the same rate as Income nor in- 
creases at the same rate. The coefficient of income elasticity is esti- 
mated as about 0.5. Thus the proportion of the income going for 
these items is lower at the higher than at the lower income levels. 
It is probable that the rent-income ratio may reach a fairly stable 
position at both the top and the bottom of the distribution. 

Is there a maximum beyond which on the average families do not 
go, that is, a ratio of outlay to income which they will not exceed 
except for short periods or under special circumstances ¢ The origin 
of the “one-fourth” relationship which was once widely quoted as 


1 Secured by private conference, not from published or file papers. 
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right or a “ceiling” one ought not to exceed is unknown. It is also 
doubtful whether it was an “outsider’s” judgment or a ratio that 
families would not exceed. “Housing” outlays may include not only 
the cost of the heated, lighted dwelling but furnishings and equip- 
ment and the many items of household operation. The ratio will vary 
with the inclusions or exclusions. It will vary also if the outlays in 
question are related to total income, to income after tax, or to total 
expenditures for consumption. ROT Ll 

Limited inspection of the data from the various large-scale studies 
of urban families in the last 50 years indicates that outlays for rent, 
heat and the utilities fall below one-fourth of the income; that the 
“resistance” point is more nearly 20 than 25 percent. On the average, 
families spending much over 20 percent consider that they are spend- 
ing more than they can afford, that is, it involves a sacrifice of some- 
thing essential. A generally acceptable level of living has many com- 
ponents, well entrenched and considered essential, to compete with 
housing for the family’s dollar. The BLS budget represented such 
a level. In most cities, rent, heat and utilities fell below 20 percent 
of the total budget cost. 

In a survey of World War II veterans in 14 cities made in 1946, 
questions were asked concerning their weekly income, rent currently 
being paid, and what they would be willing to pay if more satisfac- 
tory accommodations were available. Although in practically all 
cities the average rent the group would be willing to pay exceeded the 
average currently paid, the amount in no city was as high as 25 per- 
cent of the income (assuming full employment for 52 weeks at weekly 
rate given). 

The outlays of home owners, or those on their way to becoming 
home owners, may bear a different relation to their incomes than those 
of renters. It is even more difficult to get a correct income-cost ratio 
in the case of owners than renters. The occupancy costs of home 
owners are differently computed from one study to another. Even 
when computed “correctly” from the accounting standpoint the 
ees may not be that which the family uses in judging what it can 
afford. 
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EXHIBIT 5 


PERCENTAGE DISTRIBUTION OF NONFARM FAMILIES AND NONFARM 
UNRELATED INDIVIDUALS IN UNITED STATES BY TOTAL MONEY 
INCOME IN 1951 








| Families Unrelated individuals 





Total Uitan Rural Total Uenan Rural 














nonfarm nonfarm | nonfarm nonfarm 

Number in thousands--_._...-.----..-.--- 34,762 | 26, 918 7, 844 8, 321 6, 877 1, 444 
Pereenbess cee. ore ei f).._ dese, 100. 0 100.0 100.0 100. 0 100. 0 100.0 
Umder S500) 2s. =. ol ee re eg. _ esis oxo 2.8 5.0 24.1 21.3 38. 0 
SOOURUOPNUGO Ser atee sos Le a he oe cee 3.5 2.9 5.6 20. 5 19.6 25. 0 
$1,000) Gorst A00-2. bees of bee eer 2 4.2 3.5 6. 5 8.1 8.2 7.4 
SIEBOUTEO SINOOO =. se ee ee §.2 4.6 ibe 9. 4 10.1 6.9 
$2,000 £6 02,400-0 4. 42.0 is let lee 6.9 6.6 8.3 10. 0 10.8 6.1 
Do UU OPN EO Oe at eee ee eee 7.8 7.5 8.6 7.5 8.1 4.6 
Ce Ud cits © 5: a eae nee 10.4 10.0 11.9 7.8 8.4 5a 
SOOO ROMS ION ssa ca Boe e ee 10. 4 10.6 9.5 4.9 5.6 1.8 
SAROOO ML Op9 4 AO hea oe. pn ee ee oe es oes 9.8 10.1 8.9 2.9 3.0 2.6 
C7 ov uet i iis AE) 3 ie elle el aeeeteatindlte eeeteteetae Me 7.0 7. 4 5.7 1.5 ley .6 
SoD LOC ee ee eee ae yee ees Tee 12.0 12.4 10.1 se 1.6 2.0 
SHO OLSO Oe teens ook eo eee oe 7.5 8.2 5.0 -9 1.0 .6 
STAQOOKEO 09905 A # an ee ee PR ee 8.1 8.9 5.5 Ho 5 AC: 
STOMOOT ONT 4 900-2 ee ee PAU 3.0 1.4 1 wt .3 
SPO OOO AIOVeL=—-- 28 a2 Se ne ee Ie2 1.4 Gs a | «1 0 

Miediamaincomie:. 2. 2-2 soce tee se lee $3, 919 $4, 071 $3, 365 $1, 169 $1, 540 $740 

| 


Source: U. S. Bureau of the Census. 


MEDIAN TOTAL MONEY INCOME OF URBAN AND RURAL NONFARM 
FAMILIES AND UNRELATED INDIVIDUALS IN 1951, BY AGE OF HEAD 
OF FAMILY AND AGE OF INDIVIDUAL 


Age of head of family or of individual 


Total | ee 
14 to 24 | 24to 34 | 35to44 | 45to 54 | 55 to 64 ae 
a ae 
rban: . 
i ds_. ee 26, 918 1, 396 6, 228 6, 488 5, 382 4, 238 3, 186 
Mode eeee p pes $4, O71 $3, 264 $4, 018 $4, 435 $4, 422 $4, 288 $2, 629 
Rural nonfarm: 
in thousands_-_---- 7, 844 364 1, 838 1, 826 1; 556 ik. 210 1, 050 
aon = rater $3, 365 (1) $3, 750 $3, 727 $3, 042 $3, 156 $1, 307 
Unrelated Individuals: 
ae in thousands i 6, 877 659 825 953 1, 351 1, 402 1, 687 
Median income...........-| $1,840 | » $1,625 | $2,565) $2,156 | $2,281) $1,503 $711 
f: : 
ai eh oe in TRousdhds oe 1, 444 111 108 131 ; 204 316 574 
Median income-_-_--_-------- $740 (1) (4) (+) (1) (1) $478 


Se eee eS OO ee ae See 2 ee eee 
1 Median not computed; reporting sample too small. 
Source: U. S. Bureau of the Census. 


291 


~ 


PRESIDENT’S ADVISORY COMMITTEE ON HOUSING 


ExuHipeir 6 


LOCAL HOUSING AUTHORITIES * 


1. A local housing authority is a public body established by a lo- 
cality under State law. Such authorities have been established, pur- 
suant to State law in 43 States, the District of Columbia, Alaska, Ha- 
waii, Puerto Rico, and the Virgin Islands. States without legislation 
are: Iowa, Kansas, Oklahoma, Utah, and Wyoming. 

9. The authority is governed by a board of commissioners, ap- 
pointed by the mayor or other elected official. There are generally 
five commissioners, appointed for specific terms, one of whom is des- 
ignated as chairman. The commissioners serve without compensa- 
tion and are in effect a board of trustees which conducts the affairs 
of the authority. | 

3. Boards of commissioners are made up of persons representing 
cross sections of communities’ business, professional, and public life. 
At the end of 1952, commissioners of housing authorities throughout 
the country came from the following groups: 


Percent 
Metailand-wholesaele trade... .-..22— + sn ck ase eee eo ee eos 25 
Redinestareemeurance, Nnance. 2%... eo ee ee 17 
Professional (lawyers, doctors, clergyman, @fc, ) eee es 16 
SCG eae UNC Leis Ren OREO OM ca a cs cee 14 
PLOUSE WIVES MnO TCUlb@O 2 so ae ee oe ee ee % 
REA ChUM NG ae ee ean ey Se at, la ee is a 6 
LO UCN CIRCE SONACKE2) SU RRg yy San  AAe eee eee |) ck ACNE A Oe. an Ae, Sh, F 5 
BUTS CC ILO OG tate eee re aa ei Oe eee 10 


4, The local housing authority determines the need for public hous- 
ing for low-income families in its locality and, subject to the approval 
of the local governing body of the locality, makes application to the 
Federal Government for financial assistance. The local authority 
constructs, owns, and operates the housing. It borrows funds as re- 
quired, mostly from private investors, passes upon budgets and de- 
termines the number and compensation of employees. 

5. The number of local housing authorities with programs for 
low-income families and the localities served (a county housing au- 


thority, for example, may serve a number of localities within the 
county) as of March 31, 1953, were as follows: 


1 Source: Public Housing Administration and National Association of Housing Officials 
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Percent 

INWHIOR OF WUCNORnICS.. 2. ee ee 887 

Wumber Of t0Gaities Served... ee 1,228 
100. 0 

Size of locality: 

LS SEC 1) 5 a a cn ra eee eee om ieee ek mete cm TY 397 32.3 
met co O08 os. PEA De ee 189 15.4 
000-0, 000s. 2 pei 0: DU s OP een edin ce meee ene 5x 160 15.0 
Oa OOF. 92.2 tl tl) Awa See Vee es ree 194 15.8 
LSD Uae a UA ee te Ye Se a ae we eee Ogee Pk Oe ee 116. 7°9, 4 
BORO Yt OO ots pe ee en er ee 81 6.6 
TT 2 2 SS la laden a ae SRE Salt “poh ED ae Il do. "4.3 
POU, Cue ane Over 16 0201 OP eal SA 2 oes ee 38 3.2 
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EXHIBIT 7 


CONSTRUCTION OF PUBLIC HOUSING FOR LOW-INCOME FAMILIES AS 
OF SEPT. 30, 1953 * 


Projects Units 


—— 


Completed ; 
WUnderoneinalprograny 30. 255. oe. Sule Oi ee ee 2k es eee 694 206, 153 
Wer BOAO AA C6 oe oa cares Ene Seawded ot aso sein seo Raedes aoe = fase aecesta eee 937 112, 696 
MeO COMMING tO and ut Se Sc ne Sele ies 2 es a ee ee 1, 631 318, 849 
Under construction 
THGGr Os OFAC Una ee eee ee See eS Ree ho ot leet eel wo ceases ae abeee eee 414 75, 168 
Total completed orunuder construction... .-.....3.20.-_..2.--2.- ee et 2, 045 394, 017 


1 Source: Statistics Branch, Public Housing Administration. 

2 Includes 117 projects with 39 ,222 units operated as low-rent housing but not constructed out of funds 
made available under the U. 8. Housing Act of 1937 such as PWA housing, Farm Labor Camps, and War 
Housing converted to low-rent use under authorization of Congress. 


The Independent Offices Appropriation Act of 1954 permitted the 
construction in fiscal 1954 of 20,000 units out of units already under 
annual contributions contract. When these units are put under con- 
struction by June 30, 1954, there will be a total of some 410,200 pub- 
lic housing units for low-income families completed or under con- 
struction at that date. | 
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Exuiseit 8 


HOW RESIDENTS ARE SELECTED AND INCOMES VERIFIED IN PUBLIC 
HOUSING FOR LOW-INCOME FAMILIES * 


1. Each applicant must fill out an application for admission. The 
application form contains information about the family in sufficient 
detail to determine the family’s eligibility, preference, if any, and 
amount of rent to be paid. The applicant must also sign a certificate 
that neither he nor any member of his family group belongs to any or- 
ganization listed as subversive by the Attorney General of the United 
States. If the applicant is foreign born he must sign a certificate as 
to how, when and where he became a citizen of the United States. 
Applicants are eligible if they meet the following criteria: 

(a) The family’s total net income, less an exemption of $100 a year 
for each minor member, does not exceed the approved income limit; 

(6) The present housing is substandard or the family is or is about 
to be without housing through no fault of its own (not applicable to 
veterans, servicemen and low-income families displaced by slum 
clearance) ; 

(c) The family consists of at least two related persons; 

(d) The lessee is a United States citizen (not applicable to veterans 
and servicemen) ; 

(e) No member of the family belongs to a subversive organization. 

The local authority may establish additional requirements such as 
length of residence in the community and net assets. 

2. The statements made in the application are verified by the local 
authority to insure their accuracy. For example, income is verified 
by written or oral inquiries to employers and others having knowledge 
of the facts and from such documents as W-2 Federal income tax 
forms and pay envelopes. Housing conditions under which the appli- 
cant is living are verified in most cases by actual inspection of the ap- 
plicant’s present dwelling. ; 

3. As among eligible applicants first preference is given to displaced 
families? Among both displaced and nondisplaced families prefer- 

ence is given first to families of disabled veterans, second to families of 


1 Source: Public Housing Administration. 
2Displaced families “which are to be displaced by any low-rent housing project or by 
any public slum clearance or redevelopment project initiated after January, 1, 1947, or 
which were so displaced within 3 years prior to making application. * * *” (Sec. 10 (g) 


U. 8. Housing Act of 1937, as amended.) 
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deceased veterans or servicemen and, third, to families of other vet- 
erans and servicemen. 

4. Within each preference category, families are selected for ap- 
propriate size units, in accordance with a numerical scoring system 
which measures the extent of substandardness of the housing condi- 
tions of the family. As among applicants having the same preference 
and having the same housing need the one with the largest number 
of children would be selected. Since rent is related to income, it 

is always necessary, within the above method, to select tenants so as 
to assure sufficient rent to maintain solvency of the housing. 

5. The method used assures that families will be selected on an 
objective basis in accordance with their incomes and housing needs. 

6. After admission, the eligibility of each family must be reexam- 
ined at least annually by the local authority. This involves the ob- 
taining and verification of information in the same manner as. at 
time of admission. Also a new certificate as to nonmembership in 
subversive organizations is required each year. If it is found that the 
family is still eligible for continued occupancy but that its income 
has changed, the rent is adjusted to the income being received. If 
the family is found to be ineligible it must be given notice to vacate 
within 6 months. 
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EXxHipit 9 


INCOMES OF FAMILIES ADMITTED TO PUBLIC HOUSING, CALENDAR 
YEAR. 1952* 

The law provides certain exemptions from net annual family in- 
come, as defined below, in determining the eligibility of families ad- 
mitted by local housing authorities to low-income public housing. 
These exemptions are: death or disability benefits to the family of a 
deceased or disabled veteran or serviceman and $100 for each minor 
in the family. The following table shows the annual income for the 


purpose of determining eligibility of families who became residents 
during 1952. 








Annual income for eligibility 





—- 


| Number of persons in family 
































2 3 or 4 5 or more | All families 
Percent | Percent Percent Percent 
(orali ey tae eR Fis SiR Bass JBI eit 100. 0 100. 0 100. 0 100. 

Under S000 ts QTR iD iid JAY Bile Su 22.3 AL, 4 10.1 Ja aK 5) 
Sr 0 Gilt OU beeen eer se ees Co. ee a Se 30. 4 20. 6 16. 4 Dale 1) 
SIO ono mene ee See Bee | ees eee eS 29.6 27.4 23. 8 26.9 
SS CUDA OSs BAO oe ea eae a eae a ee 15.9 27.6 28.3 Dont 
COURTS °F, eC os eal ll OA ne ee a 17 121 18.6 17 
$3000 0110S 0 ViGi= reser mi .9 208 113 
Mediqgni0om Jerr SAIDOI | voce Fustentbuil doidey sols $1, 457 $1, 840 $1, 993 $1, 785 





Net income is the gross income of all members of the family less 
authorized deductions for expenditures required as a condition of em- 
ployment and unusual expenditures as, for example, medical expenses 
in excess of 5 percent of gross income. The average total deduction 
from gross income amounts to about $50 per family per year. 





Number of persons in family 
Net annual income ot oD es aa 
2 3 or 4 5ormore | All families 





Percent Percent Percent Percent 
100. 0 100. 100. 0 

















intel tals. oer caost he. ‘tremtorerss -€ 100. 0 

1000s ocr Feed. 2b aoa LytGs- BES 17.9 6.0 3.0 7.8 
deeds F ccote | Wienebanindlliges Alicrcat deapiieirtn tie - SR 30.6 16.4 8. 4 17.2 
$1,600-$1,99954is- 3 s5_-tos nalts AOE as 31.4 26.9 19.4 25.5 
ea aren aeae 17.5 29.2 26.8 26. 1 
8) 0820008 mail a petevsees 471 FIRB Oee 2.3 18. 1 26, 2 16.9 
ROO ANG OVO L685 -an25 5-gesnen see 225255 ~-p eae ene xO 3.4 16, 2 6.5 
Satie ee Be Oe rn cane $1, 522 $2, O11 $2, 364 | $1, 986 








It should be noted that the average income for eligibility is $201 less — 
than net income. In families of 5 or more persons the difference is 
$371 reflecting the greater number of children for whom there is a_ 


$100 exemption for each child. 


1 Source: Statistics Branch, Public Housing Administration. 
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ExHipit 10 


INCOMES OF FAMILIES ADMITTED TO PUBLIC HOUSING IN CONSTANT 
DOLLARS AND COMPARED WITH INCOMES OF ALL URBAN FAMILIES 
IN THE UNITED STATES* ; 


1. The incomes of families served by local housing authorities in 
public housing are compared with the incomes of all urban families 
(the families served to date have been predominantly urban although 
the number of rural nonfarm families is increasing). ‘The average 
income of families admitted to public housing has risen along with the 
general increase in incomes. But as shown in the last column of the 
table below, local housing authorities have consistently been serving 
about the same relative income group. In every postwar year, the 
median income of families admitted to public housing has been con- 
sistently from about 15 to 20 percent below the level of the lowest in- 
come sixth of all urban families (national data are not available for 
some of the earlier years and during the war the data are erratic due 
to special legislation, etc.). 





Median net income of 
families admitted to 
public housing 


Income below which indicated per- 
centage of all urban families fall 


Year 
As percent of 
50 percent {33.3 percent 16.6 percent} Actual top of lowest 
sixth 

19465. Hts eebos Fe oes becom dete ee 28 $3, 131 $2, 435 $1, 659 $1, 384 83. 4 
HOE ge a pa abate (et sire il 3, 349 2, 630 1, 782 1, 472 82.6 
1948 ona conc ee eee cee Qeeeseepeo et 4 3, 551 2, 840 1,873 1, 573 84.0 
MOA ee tere es ee =e PR es eo 3, 486 2, 764 1, 957 1, 602 81.9 
I) ass OCs eS, eo 38, 673 2, 947 1, 903 1, 642 86.3 
Nf se ae Se ee <n 4,071 3, 270 2, 212 1, 797 81.2 
1052.4_.-.. --sclice} at 2onwiant torad iu 4,317 3, 468 2, 346 1, 986 84.7 





nd piesa ash ee ed on basis of Department of Commerce figures on increase in 

2. Local housing authorities are constantly adjusting their maxi- 
mum income limits to meet changing conditions in their particular 
localities. As money incomes have risen and the cost of obtaining 
standard private housing has increased, maximum income limits have 
likewise been raised. This has resulted in a substantial increase in 
the money incomes of families admitted. But when changes in pur- 
chasing power of the dollar, or the cost of living, are taken into account 
it is seen that the real income of the families has remained about the 


S :B f isti soft : 
ce of the Census, Bureau of Labor Statistics, and Statistics Branch, Public Housing 
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same. For example, in 1952, the average income of families admitted 
to public housing was $1,986 but in terms of purchasing power during 
the 1935-89 period, this represented a family with an income of but 


$1,046. 
», | Net income 
Net income Cqnsutees of families 
Year of families P1938 5-39— admitted in 
admitted 1 Pa: 1935-39 
dollars 
eee itrmrnrenrserinmerrine rs a Sa Naas 5s waco $1, 384 139. 5 $992 
OA7Z EE SA NOCUT IEE Cee ery Ey PINON 2a oye pi 1,4 159.6 922 
Ue he ee ee eee ee 1, 573 171.9 915 
TMOG TO Lin TO CROCICtiee Ss Shs BANtroniite . 1, 602 170. 2 941 
iO eae es a Ee ee ee ee ee 1, 642 171.9 956 
ROSIE CLE 8 £9 Sh eee ae BG IGE 1, 797 185.6 
POSS Si ate CRD ORI OE eI inn SRE Ae re ee ne eee 1, 986 189.8 1, 046 


1 Bureau of Labor Statistics; this is the index which is used in labor agreements. 
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ExuipiT 11 


INCOMES OF FAMILIES ALREADY RESIDENTS OF PUBLIC HOUSING 
CALENDAR YEAR 1952? : 


Incomes of residents are verified at least once a year after admission 
to determine whether the family is eligible for continued occupancy. 
In addition to the exemptions from net income for determining eligi- 
bility at admission, the law authorizes the exemption of all or part 
of any income of a minor in lieu of the $100 exemption for that minor. 
This provision was included by the Congress so that families would 
not be made ineligible for continued occupancy because of temporarily 
increased incomes due to the employment of minors. While the 
family remains eligible the increased income is taken into account in 
determining the rent. 





Number of persons in family 





Annual income 


























11 2 3or4 |5 or more ped 
Income for eligibility Percent | Percent | Percent | Percent | Percent 

OT al ase eee tame Se! Ses 2 ee 100. 0 100. 0 100. 0 100. 0 100. 0 
Winder Si- OUR eset = ao ees St. te ee 67. 2 28.3 11.0 6.9 15.5 
SEU), | CoS SRS. 30 CIS Sa ce coe ee ey a ee Rc ee G3 29. 6 20. 2 13.2 20. 0 
SpOOe Gino) tie ase ee ee an hs Pe 8.6 19. 5 19.3 18, 2 18. 7 
SOU 02 AUG se se se ee ene ees owt oa. Sedo 4.0 12.6 18.3 20. 2 £721 
SOSH OU= 82,09 eae ae ae re ee hs Pee eee Draley 6. 2 15. 5 18.3 lo. % 
eo) O00 = So, 4 00s sea oe eee oe Be ee .6 252 8.8 12. &, 2 
Go jO0U ANG OV ON oc eee Saees so Sohne dane oo eee niet 1.6 6.9 10.7 6.7 
Pig Se ee nok 1. $796 | $1,348] $1,988] $2,201 | $1,885 

Net income ? ‘ork t 

CO (ellcaees 0 ee ee oo Le 100. 0 100. 0 100. 0 100. 0 100. 0 
Oa CLOTa hie O00 nikes ae et eee ts ts 2. Se ee 65. 9 yaa 5.6 2.0 10. 6 
NID AU gee 2 oa ta Ee oc os ee ike 30. 7 ilies: 6.8 17.4 
Une elu esnesen ns Pe oa lotsa tac ccae eee 8.8 20. 6 20.5 15.9 18.7 
SHLD ERS AIAG Ls Sig 2, SORES et ae a eg nS 4.2 13.4 19.3 20.0 Ted 
SO ease ae mee ai oe 22S ed ode oe teas Se 1.9 6.7 16.8 20. 6 iS 
SESS) Cy a 2 a, SR FS a ie a ae 2.6 10.4 16.4 10.1 
Pa DOU CRON GC icoge fas wae wtokae heh c we csusee sce 3 1.9 9.6 18.3 10.3 
Riedie ee Meu ee ey ee oo $815} $1,408 | $2,154 | $2,626 | $2, 087 








1 While single persons are not admitted, a surviving individual of a family may continue i 
if otherwise eligible. About 3 percent of the units were occupied by such individnals ig pe 
2 Net income: Same as at admission. ; 


The figures in this table cover all families whose incomes were veri- 
fied for continued occupancy, including those families found ineligible 
to remain. ‘The next table gives the incomes of eligible and ineligible 
families. (See Exhibit 12.) | 


1 Source: Statistics Branch, Public Housing?Administration. 
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Exuipir 12 


FAMILIES FOUND ELIGIBLE TO REMAIN AND FAMILIES REQUIRED TO 
MOVE FROM PUBLIC HOUSING FOR LOW-INCOME FAMILIES? 


The following table shows the net income of families whose incomes 
were verified for eligibility for continued occupancy during 1952. It 
shows the incomes of families found eligible to remain in occupancy 
and the incomes of those found ineligible and required to move. 




















: | Families Families 
Net annual income i All families eligible to required to 
remain move 
Percent Percent Percent 
TGA SAN ON Os) SR a ee ee eee ee eee 100. 0 100. 1 
Cn SO ETT RRS Ga 2) GRMenRtiess Peer sineR < [ee a ea 10.6 I1./9" (2k. ee wee 
SLND Dee SSL oe ee eee eee 17.4 TO Seles Seem 
DU BIR OOU Babe ME MS sage es Soin bse eee 18.7 20 OU eee ee 
Re RO R24 Oe Re en ee IR oe esa to eee IPs 19.6 1.5 
Pa A NO) ES Ee, IRS a iis See Sintec ea a een Wee? 15.8 8.9 
ON hos 400 eee ne AMER ee ee eo os. a ee LOS 8.8 22ut 
”500-$3, Fee I Ss MO RE ae ny os nce een eo De 2.8 25.9 
MED CA Dae Ee a ee a ae as P33 9 18.0 
CARON ART Meee eee et eer eT ee eee te are eg eae coerce aia 9.8 
SO QUOI GEO VOLE" nearness ata a tn eee OO ee AG: eee ee ee ee 13.8 
IMEC LETTE oN AN 8 ine ee ele = a $2, 087 $1, 953 $3, 838 








The following table gives the experience of local housing authori- 


ties with ineligibles over the period 1947-53. During the war, income 
regulations were relaxed by law and thus, at the end of the war, local 
authorities found themselves with a large number of families who 
were ineligible according to peacetime standards. Furthermore, dur- 
ing the war, evictions for excess income were not possible under rent 
control. On several occasions, the Congress postponed the removal 
of ineligibles because of the postwar shortage of housing. 

- Since 1947, ineligible families have become a constantly decreasing 
percentage of all residents. This percentage is now, however, at a 
level which may be expected to remain constant so long as incomes 
continue to rise, since there will thus always be some families found 
ineligible and under 6-months notice to vacate. 





| Percent of 








Number of 
5 families ae all families 
meee becoming cligibles | “ineligible 

ineligible Penne’ on June 30 
See very were SALI Et ME 6 eo A BUE 29, 337 28, 718 28 
SS TAL 1 ee an ae St et, eee © 24, 414 27, 829 25 
Rime Mewes AY RCC OF AMEICS Gat 19, 435 32’ 104 21 
ESE ae ST a Ve Ree. See ee 17, 666 26, 928 10 
ie peetee ta mers ETE Tee SR A 18, 620 21, 239 8 
A Bi 15, 028 16, 668 6 
pee Se PREY OS a SIE Ae 29 475 29 435 5 





1 pera families moving out and those becoming eligible because of reduced income or change in income 


2 ist 6 months. 





1 Source: Statistics Branch, Public Housing Administration. 
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Exuierr 13 


GROSS RENT IN PUBLIC HOUSING FOR LOW-INCOME FAMILIES — 
CALENDAR YEAR 1952* | 


Families Families 
Gross rent admitted already 











Percent _ Percent 
100. 0 100. 


PLO Ga eras eee et ee enter 1h PLAN i ge 2 tse. Fee eee So ee 
Un Gere 20 4 ie eee eens hae reed od 2 ee ee aee oe ese eee See es 10. 7 1253 
Oa en ee arena ee ies OP eee Ses Le ee oS 28. 5 24,2 
ERD SS 0) ee CNC OR OO | Ae hae, Sued eS _, SE ee ee te BOR, 2 ene 34. 5 26. 5 
Ca Se eee Ue Se ee 2. a. ee Pee < . oe ee eee 2152 20.8 
SOOM GLOVER. = 4 eee ere em yee eet s eS layal 16.2 
IMC CIATIE aetna ees eee eee oS a tc ba Sen Re eee ese eoeee $33. 00 $35. 00 


Gross rent is the rent including heat and all utilities. Most rents in 
public housing for low-income families cover heat and all utilities. 
When heat and utilities are not covered by the rent the estimated cost 
to the family is included in these figures. 

The gross rent is related to a family’s income and may not be less 
than 20 percent of net income less an exemption of $100 for each minor 
in the family (other than the head of the family or his spouse). 





1 Source: Statistics Branch, Public Housing Administration. 
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Exuisir 14 


CHARACTERISTICS OF RESIDENTS OF PUBLIC HOUSING FOR 
LOW-INCOME FAMILIES * 





A Families 
é Families : 
Characteristics admitted oe 
during 1952 1952 

Race: Percent Percent 

Witinitet henans DS eto eee 2 E82 SEL eke US ee 8) ee 68. 1 59. 3 

INIQTRD) GUNG LOU O VY Rae. 5 ee Peer <r fans» Sobeae 5 ee Ue oa Cea en ee ee NS 31.9 40. 7 
Service status: 

Maetéramsjan diSenvicemen ts a— ets ae See ee ee 48.2 33. 6 

INfoISemyAceICOMMOCEIONL. £322 ene a _ ean EN ees eA Zoe 51.8 66. 4 
Minors 

NIGiP@ a BEA SS Ps BLES ESTE Be ee SEE ot ee ee ee ee ee ee 15.8 20. 4 

OMeEIOMEW OSs 2225-2 oh cee S SA ee ee ee nye eine te ek peak 5 49.6 44.6 

PNNRECROM OUI ai ae tee etek ERE. 3} Ne i i eee ee 26. 2 26. 0 

JPRS: OUP TEGO D S 5 We Ret St ad a ae Ry SOE aM 8.4 9.0 

AVeRacer IM bor, Ofiminorssses tree 28) ie 2 OE 2. 09 2.07 
Age of head of family: 

[UsiIercOyCAUSEE wees fh 2. cS et oe EEE OS fie 3 ee ee 22.0 7.9 

aA ae Side Re Ee eto 2 ee 60. 0 60.8 

Aaa ea Stee ter ee ORES SASEAP PRE DCE Fa eee ce oe 123 Diag 

(GRD GETING LO) EN aca ge scams 2 0 ce oe Sat 9.6 
Assistance: 

RiGeehvinegesssistances =. eae ee et od eee ee 25.6 29.0 

IN Ot he GG WWANETASSISUAM COW. 2 See eee Se eke ee eee cee ees 74.4 71.0 
Broken families: 2 

A SeperceninO wall tamn NOS. 22-2. SN. Se ee ce 2622 3 22.4 


t Receiving public or private relief or recipients under Social Security or other public pension or payment 
plans. 

2 Families with minors and only one adult. 

3 For 1951; data for 1952 not yet available. 


Some of the highlights of the above table and comparisons are as 
follows: 

1. Negro families (and a small number of “other” races) represent 
about 32 percent of all families being admitted to and 41 percent of 
all families in low-rent public housing, although they are only about 
8 percent of all nonfarm families in the United States. This re- 
flects their lower economic status and greater inability to secure 
standard private housing within their means. 

2. Of the families of veterans and servicemen admitted, 10 percent 
were families of disabled or deceased veterans or servicemen. 

3. The more than 2 minors per family in public housing compares 
with 1.13 minors (under 18 years) per nonfarm family in the United 
States according to the 1950 Census. 

4. Nearly 10 percent of families already in and 6 percent of the 
families admitted in 1952 had a family head 65 years old or over. 
Almost 12 percent of all nonfarm families in the United States, 
according to the 1950 Census, were headed by a person 65 years old 
or over. 





1 Source: Statistics Branch, Public Housing Administration. 
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5. Twenty-nine (29) percent of the families who were living in 
low-rent public housing and whose eligibility was reexamined in the 
first 6 months of 1952, and 26 percent of those admitted during 1952, 
received some form of assistance. 

6. Twenty-six (26) percent of families admitted and 22 percent of 
families already in the low-rent public housing in 1952 were broken 
families, that is, families with children but only one adult present 
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Exuistir 15 


TURNOVER AND DURATION OF OCCUPANCY IN PUBLIC HOUSING 
FOR LOW-INCOME FAMILIES? 


1. Public housing for low-income families is not intended as a per- 
manent place of residence. Its purpose is to provide temporary assist- 
ance to low-income families coming from the slums until such time as 
they can improve their economic condition to a point where they can 
afford standard private housing. Of course, there are some low- 
income families—broken families, the chronically ill or disabled, and 
old age families—who have little likelihood of improving their cir- 
cumstances and who present a continuing problem. Furthermore, as 
the figures show in paragraph 6 below, Negro families stay in public 
housing a substantially longer time than white families, reflecting 
their lesser opportunity for increase of income. 

2. The following table gives the annual move-out rates in public 
housing in terms of the families moving out as a percent of those in 
occupancy at the beginning of the period. 


_ Average annual Average annual 

move-out rate 4 move-out rate 1 

Year Percent Year Percent 

4 os AS 5 oh ee ee ne ee re QO: De TOA AS ee eles a the Sere 17.6 
ee) ec pS, 2B. Or, TORO AG ois ee 13. 3 
La 2) Se ats ae Ze, De ae eee ee ee 12.6 
ee ee 22.'O “1046 ea ye ee eee oe ee 13-7 
D945 -AG ee AE JL bot 1898S (94g. ee Pee a 15.5 


14 times the quarterly rate. 

2 Not available for earlier years. 

8. Based on experience to date, families moving out of public hous- 
ing had been in occupancy an average of about 2384 years. 

4. The average family living in public housing has been a resident 
for a period of just under 4 years. : 

5. Based on the past 10 years’ experience, during a substantial part 
of which period there was an extreme housing shortage, there have 
been 289 families housed for every 100 units in operation. If the 
most recent 5-year experience, during which period there was less 
stringency in the private market, is projected for 10 years, it would 
mean that 332 families would be housed in a 10-year period for every 
100 units constructed. 


1 Source: Statistics Branch, Public Housing Administration, 
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6. The following table shows the experience of two groups of low- 
income families moving into public housing. Identical families are 
traced through the periods. 


White families | Negro families 








6-year experience, 1947-52: 


Income, of all families admitted, 1047 1... . %-.- face sen-enge lees re $1,363. - 
1947 income of families still in residence in 1952__.-_____-___---------- cd es eae ncaa $1,350. 
Percent of families admitted in 1947 still in residence in 1952__--_----- 20 percent,..--| 47 percent. 
1952 income of families still in residence in 1952_......___.__-----_---- Sak $1,837. 
3-year experience, 1949-52: 

Income of all families admitted, 1949_.._..___......22.--.----------=. $1,646. 2.222222 $1,512. 
1949 income of families still in residence in 1952__.-...___..__---------- $1,593 __..--._| $1,484. 
Percent of families admitted in 1949 still in residence in 1952________- 33 percent-- -__- 58 percent. 


1952 income of families still in residence in 1952...-.-....----.-------- $2:076. .~ as | $1,869 


Notre.—All income figures are median net income of all members of the family (the difference between 
net income and gross income, because of authorized deductions, averages about $50 per family). 


~ 
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Exuipir 16 


ELIMINATION OF SUBSTANDARD HOUSING AND USE OF SLUM SITES 
UNDER PUBLIC HOUSING PROGRAM FOR LOW-INCOME FAMILIES* 


‘1. Nearly 200,000 (199,400) substandard dwelling units had been 
eliminated through the public housing program for low-income fam- 
ilies through June 30, 1958. 

2. Of the total number of substandard units eliminated, 77 percent 
was accomplished through demolition, 17 percent through compulsory 
repair, and 6 percent through closing for occupancy. 

3. Of the total equivalent elimination requirements under the orig- 
inal low-rent program, 98 percent had been met by June 30, 1958; the 
remainder had been deferred as provided by law in localities where a 
shortage of decent, safe, and sanitary housing existed. Of the elim- 
ination requirements for low-rent projects constructed under the war 
amendment, 81 percent had been accomplished by June 30, 1953, and 
the remainder was in a deferred status. 

4, Of the equivalent elimination required for projects completed 
under the Housing Act of 1949, 22 percent had been accomplished by 
June 30, 1953, although the law allows 5 years after completion of 
the housing for meeting the elimination requirement. 

5. Of the housing built under the original program of the Housing 
Act of 19387, 89 percent of the units were constructed on sites from 
which old structures had to be removed and but 11 percent were con- 
structed on completely vacant land. Of the units on built-up sites, 
47 percent of the units were constructed on dense slum sites and 42 
percent were placed on partially vacant sites from which were removed, 
however, a substantial number of substandard dwellings. 

6. For housing built under the war amendment (Public Law 671) 
to the Housing Act of 1937 less use was made of slum sites. While 
79 percent of the units were placed on occupied sites but 27 percent 
were put on dense slum sites as against 47 percent in the regular pro- 
gram. The proportion of units on completely vacant land was 21 
percent against 11 percent. 

7. In the new program under the Housing Act of 1949 nearly 45 
percent of the dwelling units under contract for assistance are to be 
located on slum sites. Of the units already completed or under con- 
struction 87 percent are on slum sites. This reflects the fact that 
many local housing authorities wished to place their first projects on 


1Source: Public Housing Administration. 
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vacant or sparsely built-up sites so that they could relocate families 
from dense slum areas and build their subsequent projects in the slum 
areas from which the families had been relocated. 

8. It should be noted that the Housing Act of 1949 provides that 
when, public housing is built on a slum site or a site cleared under 
Title I (urban redevelopment) the elimination requirement is satisfied 
by virtue of removing the structures from that site. 
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Exurieir 17 


HOW THE PUBLIC HOUSING PROGRAM FOR LOW-INCOME FAMILIES 
OPERATES AND ITS COST TO THE FEDERAL AND LOCAL GOVERN- 
MENTS * 


1. The need for public housing for low-income families in each 
locality is determined by the local housing authority (see Exhibit 6) 
in conjunction with and subject to the approval of the local governing 
body of the locality. It then makes application to the Federal Govern- 
ment for financial assistance. 

2, When a local housing authority demonstrates to the satisfaction 
of the Federal Government that there is a need for the housing applied 
for which is not being met by private enterprise, the Government 
makes a preliminary loan to cover the cost of surveys and planning of 
specific housing developments. 

3. The local housing authority then selects sites for the developments 
and has them appraised, has preliminary plans prepared by architects 
and engineers selected by it, makes firm estimates of the cost of the 
housing and its operation, and, so as to avoid any possibility of com- 
petition with standard private housing, determines through study and 
analysis of the private market, whether the maximum rents for admis- 
sion to the proposed housing are at least 20 per centum below the lowest 
rents at which private enterprise (through new construction and avail- 
able existing structures) is providing a substantial supply of decent, 
safe and sanitary housing toward meeting the need of an adequate 
volume thereof. 

4. Under the law, the local housing authority must obtain a co- 
operation agreement from the local government. ‘This agreement pro- 
vides for payments in lieu of taxes of up to 10 percent of the shelter 
rents of the housing (tax exemption has been provided under State 
law and reviewed by the courts) and how the payment is to be dis- 
tributed among taxing jurisdictions. It also provides for municipal 
services to be furnished to the residents of the housing and for any 
necessary street closings and off-site improvements in the same manner 
and to the same degree as furnished to other citizens. When a city, for 
example, makes a separate charge for supplying water or for collecting 
garbage or trash, the local housing authority makes the same payments 
that a private owner would make. Similarly, any off-site improve- 


1 Source: Public Housing Administration, Budget Branch. (Specific sources noted in text.) 
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ments not ordinarily furnished the private owners are paid for sepa- 
rately by the local housing authority. The following is quoted from 
the standard form of cooperation agreement in which the locality 
TEES : 

Par. 5 (a) Furnish or cause to be furnished to the Local Authority and the 
tenants of such Project public services and facilities of the same character and 


to the same extent as are furnished from time to time without cost or charge to 
other dwellings and inhabitants in the Municipality. 


Par. 6 (b) It will accept necessary dedications of land for, and will grade, 
improve, pave, and provide sidewalks for, all streets bounding such Project or 
necessary to provide adequate access thereto (in consideration whereof the Local 
Authority shall pay to the Municipality such amount as would be assessed 
against the Project site for such work if such site were privately owned). 


Par. 6 (ec) It will provide, or cause to be provided, Water mains, and storm 
and sanitary sewer mains, leading to such Project and serving the bounding 
streets thereof (in consideration whereof the Local Authority shall pay to the 
Municipality such amount as would be assessed against the Project site for such 
work if such site were privately owned). 

5. After preliminary plans are completed and a cooperation agree- 
ment is entered into, a local housing authority furnishes a develop- 
ment program which contains all of the features of the specific pro- 
posal. On the basis of these submissions, the Federal Government, if 
it approves of the feasibility of the proposal and if it conforms to 
the requirements of law and regulations, enters into a contract with 
the local housing authority for financial assistance in the development 
and operation of the housing. 

6. The contract between the local housing authority and the Federal 
Government provides that (1) the Federal Government will, if neces- 
sary, lend funds for development of the housing up to 90 percent of 
the cost and (2) will make annual contributions for a period not ex- 
ceeding 40 years in an amount just sufficient to cover the difference 
between expenses of operation, including debt service, and the rental 
that low-income families can afford to pay up to a specified maximum. 
The maximum federal annual contribution equals level debt service on 
the development cost of the housing for a period not exceeding 40 
years. 

7. After the contract for assistance has been entered into with the 
Federal Government the local housing authority proceeds to acquire 
the site, prepare final plans and specifications and take competitive 
bids from private contractors for construction. 

8. Financing during the course of development is obtained through 
short-term notes. The short-term borrowing may be from private 
sources or from the Federal Government. Of the short-term borrow- 
ing outstanding on September 30, 1953, on all public housing for 
low-income families, over 77 percent was obtained from private 
sources (see table attached to this exhibit). 
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9. As soon as feasible, the local housing authorities finance the 
housing through the sale of long-term bonds and retire the short- 
term notes with the proceeds. These are revenue bonds which, like 
other bonds of States and municipalities, are exempt from Federal 
taxes. The bonds are secured by the pledge of the Federal Govern- 
ment to pay, if necessary, annual contributions sufficient to cover debt 
service. 

10. Of the long-term financing of housing developed under the 
program of the Housing Act of 1949, about 90 percent has been se- 
cured from private investors, as of September 30, 1953. This com- 
pares with about 40 percent private financing under the original 
program of the Housing Act of 1937 (see table attached to this ex- 
hibit). The large increase in proportion of private financing is due 
to amendments in the Housing Act of 1949 designed specifically to 
increase the participation of private capital in long-term financing of 
public housing for low-incomes families. It should be noted, however, 
that during 1953, because of conditions in the bond market, it has been 
more economical for local authorities to sell their longer maturities 
to the Federal Government. Thus, of the long-term financing during 
1953, the Federal Government has taken about one-third; it is con- 
templated, however, that the bulk of the Federal participation will be 
refinanced by the sale of short-term notes to private investors. 

11. Federal payments of annual contributions since the inception 
of the program have been as follows: 


Annual con-| Maximum | Payments as 














Fiscal year tributions | annual con- percent of 

paid tributions maximum 
QA ee ona a ae Ree eee FA) ALL S22 8 ee $4, 747, 175 $4, 747, 176 100. 0 
TOAD Meet Speen | SNe Ea ea se eee 2) TL Le be 9, 925, 891 11, 258, 951 88. 2 
VO obs MOR ESE Bard 15 © POR: eB EEE aN eS le Seka i eee ees cere 2 eee a 9, 882, 882 13, 049, 252 (ood 
OVS IAT RARE See eee Ale wan Fhe ge ee en eae ee ae 10, 129, 997 14, 436, 885 70. 2 
Say eet 245: SASS E SO eee AES 9h RL Eee 8, 722, 302 21, 132, 572 41.3 
O4G eee oe os 25s Se ee ee etre tall be Slee 7, 136, 736 21, 115, 314 33. 8 
275d OE g Sern 2 88 RAR One Segeeen -s 100 3 ee |) REECE SFr ea SA 2 | | 5, 666, 630 21, 044, 261 26. 9 
Ga Seiawe 2 Ceres 6 es ae res oa ee eS Cee ee 8, 334, 900 21, 044, 002 15.8 
Lie hs ie x Tee £2 pte oh SS eS 8 OS 2 ee ee See eens oe hoe 8D 3, 383, 610 21, 325, 747 15.9 
GOO pet. Se es 2a aS Sob. ewe See Ce eee 8 ee Sek ee 5, 737, 706 21, 321, 123 26.9 
TOS Rc a NA ee ee es 9, 128, 513 21, 407, 822 42. 6 
Gb gewst sr eeee Sass © Fst ee 8 eh ee eke fle 2uegs2 Se 12, 565, 987 26, 215, 103 47.9 
AO. ari Teta se . SCPC ye = EAS Tee OTT ITLL ee 25, 880, 708 45, 091, 505 57.4 
i otabizg..22o 0. 2ae BIJ eA 2lit 1.953. 116, 248, 037 | 263, 189, 713 44,2 


Norte.—It is estimated that annual contributions for fiscal 1954 will be $43,300,000. 


12. Annual contributions over the 18-year period have been 44.2 
percent of the maximum pledged for payment if necessary. Payments 
under the 1949 program, however, have been substantially larger than 
those under the original program of the Housing Act of 1937. Under 
the original program contributions have averaged about 41 percent of 
maximum whereas on the basis of very limited experience under the 
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new program, actual payments have been about 75 percent of maxi- 
mum. The larger payment on the new program is principally due to 
the fact that capital costs are substantially higher, that the maximum 
amortization period of the bonds has been reduced from 60 to 40 years, 
and that the interest rate has increased. 

13. It is estimated that with respect to all public housing for low- 
income families which is completed or under construction by June 30, 
1954 (including the authorization of 20,000 units for the current tes 
year), annual contribution payments will average $79,700, 000 per 
year. Actual payments for fiscal 1954 are estimated at $43,300,000 
and for 1955 at $69,100,000. Of the $79,700,000 average annual con- 
tribution, approximately $14,100,000 will have an average of 42 years 
to run and $65,600,000 will have about 39 years. At the end of the 
period of amortization, the public housing developments belong to the 
local housing authorities free and clear, to be operated in the localities 
without further Federal assistance. At June 30, 1954, the maximum 
Federal annual contribution pledged, if necessary, for all public hous- 
ing for low-income families will be $113,100,000. 

14. In forecasting the amount of actual contributions it was as- 
sumed that contributions on housing developed under the old program 
would move up from an average of about 41 percent of maximum to 
55 percent. This is in recognition of the fact that the principal ex- 
perience thus far has been in a period of rapidly rising incomes in 
which low-income families could pay a larger share of the economic 
rent, that during a large part of the past period a portion of the hous- 
ing was in temporary financing at lower interest rates, and that op- 
erating costs will increase as the projects become older. It was es- 
timated that for housing under the new program actual contributions 
will amount to an average of 75 percent of maximum. 

15. Annual contributions by local governments are the difference 
between full taxes on the housing and the payments in lieu of taxes 
made to the cities by the local housing authorities. Payments in lieu 
of taxes were set in the Housing Act of 1949 at 10 percent of the 
shelter rent of the housing. 

16. With respect to public housing for low-income families com- 
pleted by September 30, 1953, the full local taxes which would have 
been levied against the public housing developments if they had been 
privately owned were $33,600,000 for the year. The localities re- 
ceived payments in lieu of taxes on this housing during the year in 
the amount of $8,600,000, making the local contribution by way of tax 
exemption, $25,000,000. 

17. The following table summarizes the monthly economic cost 
(that is cost without subsidy, exclusive of the loss through tax ex- 
emption on local housing authority obligations which are discussed 
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below) for public housing units which had been completed through 
September 30, 1953. The table also shows how the economic cost was 


met. 
Amount per unit 








Economic cost (with no subsidy) : per month 
SSS aCe STs ES a ae A a OE TS ee eae) FT $17. 20 
Clee MICLUUOO Dl hei ..2 oe eh re et a 7. 43 
BOCUE SOP ICO. eee eee savers AIMS SY. SE ae Pel yaar <3) 

HUF l6éal Ltaxési GISLINS SO ITOO 1 Beit) Oe OP ne 10. 03 
Utilities snot hin: nenteeGsLeas fF LAr e yon Ieadidozan fa St 
- EE SESS Reeders SACS 2 ee a rae 9 WARES ROR Te” 1° 57. 22 
How economic cost is met: 
DT rem ORION S ne ee oe ak eS $34. 65 
UC Ere ep me. 3) LIS Ee AA ETAL LBL GU ae A LORS ean Foe $33. 34 
Dipeedmeo rin rewto: f- SIAL Ue ee Suet Re nna FT 4 8F 
hoed! |  Conprmbuilonecner 8 betel ces bogus see EDO ech wy 7. 45 
BY TA OG ea ee Si es Sg ee ee ye ea 10. 03 
Less: payments in lieu of taxes_________ Be IE seta Pe he 2. 58 
PROCTER COMPTIOEION = tS eee ae oh ee 14, 25 
Re UCONN a Re ws ct ee le . oF 
WOU ae Sic, togy ale e LS hs A eee ee Le. eet ie TES 57. 22 


18. The above table shows the monthly economic cost for all units 
completed on September 30, 1953. There is considerable difference, 
however, between experience on housing built under the original pro- 
gram of the Housing Act of 1937 and the very limited operating ex- 
perience with housing built under the program of the Housing Act 
of 1949. The annual contribution of the Federal Government under 
the original program amounts to $5.70 per unit per month and under 
the newer program, about $26.90. The difference between the two has 
already been explained (see par. 12 above). It should be pointed out 
that the Federal contribution of $26.90 per unit per month is only 
slightly higher than the $24.50 which was estimated to the Congress 
at the time of enactment of the Housing Act of 1949. 

19. It could be considered that, in addition to the Federal annual 
contribution, there is an indirect subsidy by virtue of the Federal tax 
exemption of the bonds of local housing authorities. This type of 
subsidy, however, is not restricted to bonds for public housing for low- 
income families but is involved in any state or municipal bond issue 
for local public improvements such as schools, streets and roads, 
bridges, and water and sewer facilities. Without the feature of Fed- 
eral tax exemption, the bonds of local authorities would sell at higher 
interest rates and the Federal annual contributions would have to be 
increased accordingly if the rents of the housing were to be kept 
within the means of low-income families. 
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20. Discussions have been held with representatives of the Federal 
Reserve Board and the United States Treasury to ask their assistance 
in measuring the tax loss on local authority obligations. It was agreed 
that there is no way of determining precisely who holds the local 
authority bonds nor what tax brackets the holders might be in. There 
was further agreement that it would be reasonable to assume that the 
ice. of holders of local authority bonds are the same as 
those who hold state and municipal bonds generally. It is believed 
that the method described below gives a reasonable pat tig 2 of 
the tax loss on local housing authority bonds. 

21. The Treasury estimated in 1951 that the tax loss on tax-exempt 
obligations of state and local governments was about $300,000,000.2 In 
that year the total interest payments by state and local governments 
on their obligations was $649,000,000.2 The tax loss through Federal 
tax exemption in 1951 was Me ee about 45 percent of total interest 
paid. (It should be noted that the top corporate tax is scheduled to 
drop to 47 percent on April 1, 1954, which would reduce the tax loss 
estimate. ) 

22. Of the $21.25 per unit per month debt service shown in the table 
in Paragraph 17 above it is estimated that the interest payments on 
the portion of the debt held by private investors was $9.30. Applying 
the estimated tax loss of 45 percent to this figure gives a loss of about 
$4.20 per unit per month for the current year. Of course, all of this 
housing is in the earlier years of amortization when the proportion 
of level debt service going to interest is high. If the interest were 
averaged over the amortization period, the average tax loss through 
tax exemption on all public housing for low-income families com- 
pleted by September 30, 1953, would be $2.60 per unit per month. 

23. ‘There is a substantial difference in the figures on completed units 
with respect to the original and the new program. The principal 
reason for the difference is the much higher proportion of the bonds 
in the program under the Housing Act of 1949 which is held by private 
investors and the higher interest rates. Although the average tax loss 
on all completed units is estimated at $2.60 per unit, it is estimated 
that for units completed under the Housing Act of 1949 the axpxnen 
tax loss will be about. boas 90. Per: unit per month. 





1 Source: Hearings before the Committee on Finance, LO ae 8 Senate, oa Cong., 1st sess., 
on H. R. 4473, page 107—-This estimate was at the proposed Treasury top corporate tax 
rate of 55 percent although the rate actually established was about 52 percent. It is also 
reported by the Treasury that the estimate includes a. small. amount for. loss on partial tax- 
exempt Federal issues outstanding; the inclusion of this” loss overstates somewhat the loss 
on state and municipal obligations alone. 


2 Source: Bureau of the Census, Governments Division, Release G-GF52 No. 1, table 5 
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24. Federal administrative expenses of the public housing program 
for low-income families cannot be viewed as a subsidy. It is, however, 
a cost to the Federal Government of conducting the program and 
seeing that it is administered in accordance with the law. The total 
funds appropriated by the Congress for administering the public 
housing program for low-income families since its inception in 1987 
through June 30, 1953, were $30,240,900. The total administrative 
expenses over this period were $71,686,461. The difference is due to 
net interest income and other earnings. Total administrative ex- 
penses since enactment of the Housing Act of 1949 have been as 
follows: 

Total administrative 


Fiscal year: expenses 
Jt 5 Sea aed oes SE SE, Se, a Se eee ae CPTI SRNR) $6, 284, 600 
Ee oat NG a che a NA Na a 9, 744, 700 
POGRY <2 S28 2.1 eR) ee SL. eipge bee salmon 9, 820, 000 
Day aes (Pe gopaiogen Ay Sapa y-eeel eelaietate shear Deke ietehe aa Meena h 8, 158, 000 
BIOs (ste ate yeas eee 3 ae aN Sti ee 8 6, 950, 000 


25. The total administrative expenses include not only the cost of 
administering the regular program for low-income families but also 
operations under the war amendment (Public Law 671), a portion of 
which involved direct Government construction. These expenses 
cover administrative work done on development which to date has 
involved about 575,000 units, with nearly 400,000 completed or under 
construction and 175,000 in various stages of planning. The expenses 
also cover continued supervision on occupied housing for compliance 
as required by law. 


STATUS OF LOCAL HOUSING AUTHORITY BORROWINGS AS OF 
SEPT. 30, 1953 


Housing Act | Housing Act 
of 1949 of 1937 Total 





Borrowings from sources outside PHA: 


Short term borrowings guaranteed by PHA---.--------- $651, 070,190 | $97,786,810 | $748, 857, 000 
Long term borrowings secured by pledge of annual con- 

CEI DUONS= 2 sence ae ee ee Je a 792, 654, 635 | 204, 576, 206 997, 230, 841 

Total borrowings from sources outside PHA---------- 1, 448, 724,825 | 302, 363, 016 | 1, 746, 087, 841 

Borrowings from PHA: 

Short terimborrowings = - eee oes eae 205, 523, 740 16, 255, 211 221, 778, 951 

oug ori DOrrowings.......- +... <b .  n  a Ce ae 84,178, 749 | 281, 399, 650 365, 578, 399 

‘POtal DOLOWINeS LOM) iE Asset na ecn bee oe eta 289, 702, 489 | 297, 654, 861 587, 357, 350 

Total Local Housing Authority borrowings-------.---- 1, 733, 427,314 | 600,017,877 | 2, 333, 445, 191 
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Exuisit 18 


DEVELOPMENT COST PER UNIT OF ALL PUBLIC HOUSING PLACED 
UNDER CONSTRUCTION BY LOCAL HOUSING AUTHORITIES UNDER 
THE HOUSING ACT OF 1949, AS OF JUNE 30, 1953: 4 








North-| North South. (wrest Puerto 











Ttem Total |“ cast | Central Rico ! 

ERotaidevelopment COSty. 2s. se—-- = ener eee eee $10,475 |$12,107 | $11,430 | $9,699 | $9, 551 | $6, 656 
Siteracquisittonm. -4) 08 ae 2 2. ee ee 2 718 937 577 657 778 126 
Sifeumprovement. 5-2 eee a ee ee 1edgs i) i. 2ou 1,172 |} 1,030] 1,092 1, 244 
Dwelling construction and equipment--________- Z 630 8, 861 8,652 | 7,036 | 6,680 ;- 4,579 

CKD GrSEOOTIN) EL te ark sc Site seen oe ee Be aee te eeeee ( hy (L, ce (1, 763)| (1, 441)} (1, 368) (64) 
Nondwelling construction and equipment__-_-___- 221 205 184 202 
OPM Gr aes = eh Sees esa. Sena See 36 344 808 771 817 505 
WomINCenCy, 88 a9 oe cee ae ee eee 438 501 437 419 384 303 
Total development cost (including contingency) -_-__- 10, 913 | 12, 608 11, 867 | 10,118 | 9,985 6, 959 
Number of rooms per dwelling unit________________- 4. 86 4,83 4.91 4.88 4, 88 4, 80 


* 


1 Includes Virgin Islands. 
i “Other”? includes architectural and engineering costs, carrying charges and, overhead during con- 
struction. 
3 An allowance of about 4 percent is made for contingencies; what part of this ada will be used cannot 
be determined now. 


Note.—Geographic divisions coincide almost exactly with those in Bureau of the Census definitions. 
Source: Statistics Branch, Public Housing Administration. 
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Exuipir 19 


LEGISLATIVE HISTORY OF PROPOSALS TO REQUIRE LOCAL REFERENDA 
ON PUBLIC HOUSING’ 


I. Federal 


1. An amendment that would have required approval of Federally- 
assisted projects by a referendum of the voters in the locality at a 
general or special election was proposed by Senator Cain on behalf of 
himself and Senator Bricker in the debates preceding the enactment 
of the Housing Act of 1949 (Temp. Cong. Ree. April 19, 1949, p. 4894). 
It was defeated by a roll call vote of 55 to 21. 

2. A similar proposal was made in S. 3410, 82d Congress, which died 
in Committee. HHFA Administrator Foley in response to the Com- 
mittee’s request for comments on the proposal stated as follows: 


The United States Housing Act (§15 (7) (a) and (b)) now requires that 
the governing body of the city or town approve the application for preliminary 
loans for surveys and planning, and also that no contract for Federal loans or 
annual contributions,may be made unless the governing body enters into a con- 
tract providing for local cooperation between the city or town and the local 
public housing authority in connection with the housing. In addition, the 
United States Housing Act ($10 (a)) provides that no contract for Federal 
loans or grants may be made without an agreement by the governing body of the 
locality that there will be elimination of substandard housing equivalent to the 
new units to be constructed. These requirements in the present law make it im- 
possible for Federally-aided low-rent housing to be undertaken in any com- 
munity without its consent and approval. 

* * * * * * * 


Under present Federal legislation, the choice is left to the locality, so that 
if it feels that the issue of approving a low-rent housing project is important 
enough to warrant the expense and delay of a referendum, it may have such 
a referendum. The proposed subsection 1(a) of S. 3410 would deprive the 
locality of that discretion; would interfere with and indicate to the locality 
how its governmental affairs should be run; and would saddle the locality 
with the expense and delay of a special public vote on each low-rent housing 
project whether the locality wanted such a vote or not. Instead of pro- 
viding for “more local control,” subsection (a) of the bill would thus actually 
provide for less local control in housing matters. 


II. State 


3. Since 1949, a total of 46 bills have been offered in the legislatures 
of 28 States, requiring some form of local referendum on public hous- 
ing for low-income families. Of these 46 bills, 36 were defeated or 


1 Source : Legal Division, Public Housing Administration. 
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died in committee, 4 were passed but vetoed by the Governors, and 6 
were enacted. ; 

4. The reasons given by Governors for their refusal to approve are 
found in the following veto messages: 


Governor Patterson of Oregon, May 14, 1953: | 


House Bill No. 470 provides that before a city or county shall acquire or 
construct a housing project or a redevelopment project, it must be submitted 
to the voters of the local unit and receive their approval. Irrespective of the 
merits of public housing and redevelopment, this bill constitutes an invasion of 
the home rule of our local governments. If the people of one community 
want the right to vote upon these questions they can make their wants known 
to their local representatives. If the people of another community want to 
leave these matters to the determination of their local representatives, they 
should have the right to do so. This is primarily a question for local control. 
For this reason, I am returning this bill without my approval. 


Governor Stevenson of Illinois, August 7, 1951: 


I herewith file in your office, without my approval, Senate Bill No. 50, entitled 
“An Act to amend Sections 3 and 8 of the ‘Housing Authorities Act,’ approved 
March 19, 1984, as amended, and to add Section 8a thereto.” The adjournment 
of the General Assembly having prevented the return of this Bill to the House 
in which it originated within 10 days (Sundays excepted) after its presentation 
to me, the same is filed in your office with my objections. I veto and withhold 
my approval from this Bill for the following reasons: . 

This Bill provides that no new Housing Authority may be created nor may 
a federally aided housing project be commenced or enlarged until approved 
by a majority of the voters residing within the area of operation, except that 
if the project is in Chicago the residents of a ward any part of which is within 
2 miles of any part of such project can vote at the referendum. 

It evidently is the legislative intent that, except in Chicago, all the voters 
resident in the city, village, etc., shall be eligible to vote upon the question. 

However, in Chicago the vote on such questions is on the basis of all precincts 
in any ward, any part of which ward is within 2 miles of any part of such 
proposed project or proposed enlargement of an existing project. 

Thus, an individual who lives in a ward, a part of which is within 2 miles 
of the project, is eligible to vote even though he may live 5 miles away from 
the project, if the ward is sufficiently elongated to give him this tenuous hold 
on suffrage. But another person living at the edge of a ward nearest to the 
project, yet just in excess of 2 miles from the project, is ineligible to vote. 

The Attorney General expresses grave doubt as to the validity of this bill 
in view of the decisions of the Supreme Court that a class cannot be created by 
arbitrary legislative declaration in order that it may be the recipient of special 
and exclusive legislative favors. 

This Bill would enable only a segment of the population of Chicago to vote, 
while in other municipalities all the citizens are eligible. If all the people of 
Chicago were to have a voice in a matter of concern to its entire citizenry, less 
objection could be interposed to this prohibition of new projects or expansion of 
existing ones. But reposing the veto power in only certain persons by accident 
of, residence in a particular locality would appear to be an unreasonable classi- 
fication, particularly in the light of the legislature’s pronouncements about the 
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purposes of our housing legislation and the findings of the Supreme Court as 
to the public’s interest therein. 

Entirely aside from constitutional objections, I am vetoing and withholding 
my approval from Senate Bill No. 50, however, because in my opinion it is incom- 
patible with our system of government by representatives; because it would 
reverse our public policy on housing forged over the past two decades in Illinois; 
and because it would impair the social and economic welfare of our communities 
and our people. 

This Bill would negate the principle of representative government by requiring 
frequent referenda on detailed administrative matters, instead of on questions of 
broad public policy. Responsibility for providing low-rent housing has been 
assigned to local housing authorities, subject to controls vested in the Public 
Housing Administration of the Federal Government, the State Housing Board, 
where State aid is involved, and the local municipal governing body. No program 
may go forward without the scrutiny and approval of the elected representatives 
of the people. The referendum method provided in this Bill would substitute a 
town hall meeting for representative government and is neither wise nor practical 
on isolated issues, where the legislature has provided a system of checks and 
balances. It would enable an interested minority to organize the opposition of 
those who might be fearful of, or inconvenienced by a proposed housing project, 
thereby blocking an improvement which wouid be beneficial to the entire 
community. 

This Bill would retard the construction of urgently needed homes. Hach new 
project, each new plan, each new site would require a separate interpretation 
to the voters. Experience has shown that every additional control affixed to the 
administration of the program has been at the expense of the results. 

If the principle of this Bill were sound, why should not we require a referendum 
within 2 miles of each proposed new school in the city of Chicago before it could 
be built? And should not the State then require a referendum within two miles 
of any airport? Should the residents immediately adjacent to Congress Street 
lave to approve its construction? Should we require a referendum around each 
particular area where a park is to be located? Should the surrounding neighbor- 
hood vote on whether to have new police and fire stations, hospitals, street car 
barns, a library, a tuberculosis sanitarium, a post office? Would the sponsors 
of this principle want each neighborhood to vote on whether people from other 
neighborhoods could use its parks and libraries? 

It would be a dangerous doctrine to say that a public improvement which by 
law and judicial interpretation is for a public purpose, is now of concern only 
to the people in the immediate surrounding neighborhood. Who is to determine 
where the limit of interest ends? If this theory were to prevail, why 2 miles? 
Why, one might ask, should it not be one house, or one block, or 100 yards? To 
what extent would the sponsors of this Bill carry the notion that public improve- 
ments are only for the benefit, and therefore only the concern, of people in the 
immediate vicinity. Moreover, if this type of legislation were to become law in 
respect to low cost housing on what logical basis could the same right be with- 
held from the residents of areas to be redeveloped by private enterprise? 

This Bill would result, moreover, in a waste of the taxpayers’ money. The local 
housing authorities, receiving grants from the Federal, State, and city govern- 
ments, would find their resources more and more depleted by the mass of admin- 
istrative, legal and clerical detail of referenda at the expense of the primary 
purpose which is to create sorely needed housing. Moreover, this cumbersome 
procedure would take a double bite out of the taxpayers’ pocketbook, since it 
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would impose unnecessary expenses of operation on the housing authorities, 
and unnecessary costs of referenda on the taxpayers. 

Responsibility for low rent housing for families whose incomes are inadequate 
to secure decent, safe, and sanitary housing has been the accepted public policy 
of Illinois since 1984. This policy has become a part of the body of our law, re- 
affirmed in a succession of statutes and Supreme Court decisions. And it is the 
declared policy of the nation. 

This Bill would reverse the long established nublie policy of Illinois and 
would cripple the private slum clearance program. Federal aid, now available 
to cities as an incentive to private redevelopment, is contingent upon the ability 
of the cities to show a plan for the relocation of the families residing in the clear- 
ance areas in “decent, safe and sanitary housing,’ within their rent-paying 
ability. A substantial percentage of the families now living in blighted areas are 
low income families. No alternative to public housing has yet been discovered 
which will enable those families to be relocated in standard houSing. 

This Bill would deprive the taxpayers of Illinois of their share of federal 
resources made available for the betterment of the communities. Funds avail- 
able for slum clearance as well as for new housing for those quartered in -sub- 
standard accommodations would bypass Illinois, while the taxes of Illinois citi- 
zens would continue to support such projects in numerous other States. 

I think it unwise, indeed dangerous, to substitute government by referendum 
for government by representation even in this limited area. Nor can I approve 
such a transparent device to scuttle the low cost housing program and reverse 
the long established public policy of the state. 


Governor Stratton of Illinois, July 17, 1953 


I herewith file in your office Senate Bill No. 150, entitled, “An Act to amend 
Sections 2, 3, 8, 9, 17, 29, and 30 of the Housing Authorities Act, approved March 
19, 1954, as amended, and to add Section 8a thereto.” 

I veto and withhold my approval from this Bill. The adjournment of the 
General Assembly having prevented the return of this Bill to the house in which 
it originated within 10 days (Sundays excepted) after its presentation to me, 
it is filed in your office with my objections, which are as follows: 

The principal purpose of the amendments proposed by this Bill is to provide 
that no housing authority may initiate a project, which is to be exempt from 
general taxes or enlarge an existing or proposed project which is so to be exempt, 
until the question of taking such action is submitted to the voters residing within 
the area of operation of the authority, or, in case the area is entirely within the 
boundaries of a municipality having more than 500,000 population, to the voters 
in all precincts any part of which are within one mile of any part of the proposed 
project or proposed enlargement of a project. 

This Bill has been one of the most controversial at the session of the General 
Assembly that has just come to a close. 

On the one side it is argued that this Bill is in the best American tradition in 
that it permits voters to decide whether a housing project as proposed shall be 
carried to completion. It is asserted that the people living in the area, par- 
ticularly those having homes or owning other property, are vitally affected in 
their standard of living as well as in the value of their property by the construc- 
tion of a public housing project. It is said that they should have the right to 
determine what course the development of their area should take in the future. 
That there is great force in these arguments cannot be denied. 

On the other hand, it is urged that because of doubts that must always exist 
as to the effect of a public housing project on property values, the probabilities 
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of the defeat of a project are at all times great. The result would be an indirect 
barrier to future public housing rather than a square facing of the issue of 
whether extension of public housing should be continued. 

It is also pointed out that in such an election on public housing there is 
danger that citizens of the area may be divided into bitterly contesting factions, 
and that racial and other prejudices may be stirred to great heights of passion 
by the campaign preceding the election. It must be admitted that this point 
of view is based on substantial reasoning. 
| Over a long period of time I have given serious thought to this bill—even 
before it was officially presented to me for approval or veto. The conclusion 
which I have reached is that the Bill should be vetoed. To what has been said, 
I add the following comments: 

(A) The citizens of a municipality are represented by their City Council or 
Board of Trustees and those in a county by the County Board. Such representa- 
tives are elected by direct vote of the people. It is these public bodies—the 
Councils, the Board of Trustees, the County Boards—which must make decisions 
on public housing. The members of those Boards represent the entire com- 
munity, so that, all people being represented, a proper and rational decision 
should be possible of attainment. 

(B) It is my feeling that the question of public housing for the future should 
be directly faced and considered. Rather than have an indirect destruction 
of public housing programs, it would be more candid if the problem were faced 
squarely and the legislative authorities would decide whether or not new 
public housing projects should be initiated. 

(C) There has been a change of administration in Washington which also, 
through its agencies, plays a part in public housing. I am confident that sane 
and constructive leadership in this field of public activity will come from the 
new administration. 

(D) In this session of the legislature, an important series of bills has been 
enacted which will do much to accomplish slum prevention in the future. As 
to areas that have already become slums, we do not want to place insur- 
mountable obstacles in the way of their rehabilitation. 

As I have indicated, this legislation has given me serious concern. I have 
attempted conscientiously to weigh both points of view. The conclusion stated 
in this veto message, I believe, is correct. 

For these reasons, I veto and withhold my approval of Senate Bill No. 150. 


We have been advised informally that the Governor of Indiana 
does not issue a veto message but that Governor Stricker is reported 
to have stated to a committee of the legislature that he vetoed the 
bill because it represents a change from our republican form of gov- 
ernment and because he was afraid that it would set a precedent for 
referendums for all actions of local governing bodies. 
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Exuieit 20 


LOCAL ACCEPTANCE OF PROGRAMS OF PUBLIC HOUSING FOR LOW- 
INCOME FAMILIES * 


1. The law requires that before any financial assistance may be 
granted local housing authorities by the Federal Government, their 
applications must be approved by the local governing bodies of their 
communities. ; 

2. Local governing bodies of more than 1,100 localities have given 
their approval to programs of public housing for low-imcome families. 
In 24 cases local governing bodies have reversed approvals previously 
given. , | 

3. There have also been 78 local referenda on matters relating to 
public housing of which the Public Housing Administration ‘has 
knowledge (it is possible that there have been other referenda about 
which the PHA has no information). Of the 78 known. referenda, 
30 resulted in approval of the program of public housing for low- 
income families and 48 resulted in disapproval. 'The issues in a num- 
ber of referenda were not specifically on the approval or disapproval 
of public housing as in the case of referenda on rezoning. However, 
any referendum which did not permit public housing to proceed has 
been counted as a disapproval in the above tabulation. 


1 Source: Public Housing Administration. . 
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Exuipstt 21 


CONGRESSIONAL CONSIDERATION OF RENT CERTIFICATE PLANS IN 
DEVELOPING LEGISLATION ON PUBLIC HOUSING FOR LOW-INCOME 
FAMILIES* 


- The following is a record of consideration which was given by the 
Congress, in the course of enacting housing legislation, to proposals 
for rent certificates as a substitute for public housing for low-income 
families. 


I. What the Congress Was Asked to Consider 


2. The record shows that over the period 19386 to 1949 a number 
of witnesses appeared before various Congressional Committees ad- 
vocating a plan of rent certificates as a substitute for public housing 
for low-income families. The proponents of the plan have always 
presented it in general terms on the order of the statement by the 
National Association of Real Estate Boards quoted below. The 
United States Chamber of Commerce advocated direct rent assistance 
by local relief agencies in the hearings preceding the enactment of 
the United States Housing Act of 1937, but presented no further 
details of the operations of its plant The United States Building 
and Loan League similarly advocated the same principle without 
details of its operation.2 The Home Builders Association of Metro- 
politan Washington advocated what appeared to be a combination 
of rent relief, government write-down of site cost and Federal tax 
exemption but there were no details of operation.® 

3. Although witnesses testified in general terms, the two following 
published statements are illustrations of the principles of the rent 
certificate plan and how it would operate. 

4, The first of these was published by the National Association of 
Real Estate Boards in 1948: 


Public assistance should be given directly to families that cannot pay economic 
rents. This assistance should be administered through local welfare boards 
in the form of rent certificates adjusted to the needs and requirements of the 


* Source: Legal Division, Public Housing Administration. ; 

1 Hearings before the House Banking and Currency Committee, 75th Cong., 1st sess., on 
H. R. 5033 and S, 1685, pp. 228 and 249. 

2Ibid. pp. 178, 186, 217-8, 226 and 227. 

8 Hearings before the Subcommittee on Housing and Urban Redevelopment of the Special 
Senate Committee on Post-War Economic Policy and Planning, 79th Cong., 1st sess., pur- 
suant to S. Res. 102, conducted by Senator Taft (hereafter referred to as the Taft hear- 
ings) at page 2095; and Hearings before a Subcommittee of the Senate Committee on the 
District of Columbia, 78th Cong., 2d sess., on S. Res. 184 and S. 1699 conducted by Senator 
Burton (hereinafter referred to as the Burton hearings) at page 1093. 
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family. Such certificates must not be used to perpetuate slum conditions. A 
program such as this will insure that housing assistance goes where it is needed 
and only as long as it is needed. This is the straightforward American way 


of handling the problem.* 


5. The second was published by the Producers’ Council® in 1944. 
This statement is the only one found which describes in detail what a 
rent certificate plan is and how it might operate. 


Rental supervision plan.—The principal function of the board would be to 
operate the Rental Supervision Plan in the community. Under this plan, the 
board would undertake to find suitable rental accommodations for particular 
relief families selected by the welfare agency of the local government. It would 
(1) inspect the physical characteristics of properties and approve or reject them, 
(2) examine the kinds and character of the services to be rendered by landlords 
and approve or disapprove, (8) determine occupancy standards which indicate 
the size, character, and composition of family which may properly occupy par- 
ticular units, (4) establish the maximum rentals and service charges relief 
families would be permitted to pay for particular units, (5) negotiate or assist 
in the negotiation of leases between landlords and tenants, (6) supervise the 
relations between landlords and tenants during the periods of occupancy under 
the right of the community to examine the character of the services purchased 
with-public funds, and (7) engage in such other related activities as will assist 
and protect relief families in expending rent relief funds to advantage. 

Selection of families.—The basic concept of the plan is to approach the hous- 
ing problems of low-income groups in terms of actual families. It is an extension 
of the present welfare relief process which provides rent monies to many of the 
families. 

Families qualified for housing assistance would be selected from among the 
neediest in the community by individual case studies made by welfare workers. 
First consideration would be given to those who are housed in the poorest manner 
and least able to correct their housing condition. The quarters would be selected 
in relation to the needs of the families—particular families—not by the rentals 
they are able topay. In other words, houses or flats will be selected for families, 
not families for houses. 

The system stresses the importance of rehabilitating families and depends for 
its efficacy upon the remedies prescribed as a result of the individual family 
case studies and diagnoses. 

The desirable policy to pursue would be to permit the assisted families to have 
a reasonably free choice as to where they live and the kind of quarters they se- 
lect among the approved facilities available. Every effort should be made to pre- 
vent unnecessary colonization of relief families or to permit the system to operate 
in any manner which even identifies which families are receiving public 
assistance. 

Selection of properties—The board would invite private owners to submit 
properties for approval. The properties would be carefully inspected and an- 
alyzed with respect to envirening conditions, safety, health, physical layout, 
condition, equipment, and all other pertinent characteristics. The board would 


*Statement of policies adopted at the Second Realtors’ War Conference at Cleveland, 
Ohio, November 19, 1943, as reproduced in Headlines, vol. 10, No. 49, December 6, 1943. 

°“Toward a Postwar Housing Program,” August 1944, pp. 58 to 55. This publication 
was described as a series of suggestions for study and discussion and did not represent the 
official position of the Producers’ Council. 
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select and approve properties for occupancy by particular sizes and types of 
families and would determine rentals and services. Owners would then be in 
a position to offer their properties for rent to relief families or to refuse and with- 
draw them from this particular rental market. 

Approval would usually remain in effect for a period of one or two years from 
the time a relief family takes occupancy. The board could insist upon the use 
of a lease clearly setting out the terms and conditions of occupancy. 

Renting Procedures.—The local housing board would determine, for each 
family, the amount of rent required to house the family properly and would 
offer approved units of the proper size and character to the family. Neither the 
landlords or the family would be required to accept any particular proposal, al- 
though the relief family would not be permitted to live in unapproved quarters 
while receiving rent assistance. 

Amount of subsidy—Under the rental supervision plan the amount of the 
subsidy consists of the difference between the rent paid to the landlord and the 
amount toward rent paid by the family. Families whose incomes rise, after 
admission as tenants, to an amount which is 314 times the rent of the quarters 
they occupy would be required to pay the entire rent and would thereafter not 
be receiving any assistance. 

There are two methods by which the actual payment of rents may be accom- 
plished. One method is to furnish the relief money directly to the family and 
permit it to pay the full rent to the landlord. ‘The other is to have the housing 
board collect the relief family’s share of the rent and pay the full rent to the 
landlord. The first method prevents the landlord from knowing the extent of 
the assistance the family receives. The second requires the board to collect 
rents from the families and involves a direct accounting between the board and 
the landlord. 


II. Claims for and Objections to the Plan as Expressed by Witnesses 


6. The benefits of the plan as stated by the proponents were that 
ownership and operation of the housing would be left in the hands 
of private enterprise; the rental subsidy would encourage rehabilita- 
tion and construction in an otherwise unprofitable field and thereby 
improve housing conditions for families of low income; it would in- 
volve the least public expenditure of funds to accomplish the desired 
result of providing decent housing for low-income families; the sub- 
sidy would be strictly limited to an amount and for the period actually 
needed; and the “relief” label would tend to discourage families from 
wanting to continue to obtain assistance. 

7. Objections to the plan were that it would not produce additional 
decent housing because there was no possibility of assurance of ade- 
quate funds and a continuity of those funds’; that it was bound to 
cost more than public housing because public housing can obtain much 
cheaper financing, because profit and risk are eliminated in public 
housing, because public housing remains available for low-income 


6 No formal statement by the proponents of all the benefits claimed for the plan has been, 
found. The above represents a composite of statements and references from presentations 
and discussions before Congressional Committees. 

7Taft hearings, supra, pp. 1727-8. 
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families after the subsidy stops,® and because the cost of supervision of 
the rent certificate plan “to maintain a decent standard of housing” 
would be “very heavy”;° that the degree of continuing supervision 
required would “make the controls established under O. P. A. appear 
like the gentle urgings of a Sunday School teacher”; *° and that private 
enterprise would never submit to the necessary regulations or it would 
cease to be private enterprise." It was pointed out, in answer to the 
claim that housing was no different from groceries, that bad groceries 
are not put on the market and that there is no shortage‘of good gro- 
ceries.2 Concern was expressed before the Burton Committee as to 
what happens to the family and to the landlord when welfare funds 
are cut.2 Resentment on the part of the owners was cited as a result 
of a determined effort made in Milwaukee to use the rent relief rolls 
as a means of forcing housing improvement.* New York Emergency 
Relief rent payments were cited as an example of the high cost and 
perpetuation of slums. It was stated here that double-decker dumb- 
bell flats that were 30 percent empty filled up and their values zoomed 
and that “it has been said that the $80,000,000 annually given to tenants 
for rent payments for these flats would oes sufficed to clean up almost 
half the city’s slum and rehouse the occupants decently for 60 years.” %® 
_ In both the Taft and Burton hearings, and in the 1936 hearings lead- 
ing up to the enactment of the United States Housing Act, objections 
were voiced, largely by representatives of social welfare agencies and 
groups, that it would put the stigma of the “relief client” upon a very 
great additional number of fm particularly Negroes as a class," 
and that it was a reversion to the undesirable “dole” and “relief in 
kind” system.” These representatives aleso voiced objections to han- 
dling such cases on a case-by-case basis; 8 and expressed their fears of 
insufficient appropriation,” and the virtual impossibility to prevent 
misuse under actual conditions due to the fact that the families’ needs 
for some kind of shelter would, in all instances, be a stronger force on 


the administering agency than the wish to maintain good building 
standards.” | 


§ Tbid., pp. 1581-2. 

® Ibid., p. 1728. 

#° Thid., p..1729 

1 Thid., pp. 1580-1. 

2 Tbid., pp. 1580 and 1727. 

18 Burton hearings, p. 1098. 

4 Tbid., p. 1095. 

45 Ibid., pp. 1093-4. 

a6 Burton hearings, pp. 1116 and 1241; Hearings before the Senate Committee on Educa- 
tion and Labor, 74th Cong., 2d sess., on S. 4424, p. 91. 

™ Burton hearings, pp. 1095 and 1241. Taft hearings, pp. 1308 and 2095. 

48 Hearings on S. 4424, footnote 16, supra, p. 239. 

1 Burton hearings, p. 1241. 

” Thid., p. 1241. 
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8. The objections were summarized in the Taft hearings,” as follows: 


(1) A large number of individuals would be added to the rolls of relief agencies. 
(a) Millions of persons who need improved housing, including many who 
are otherwise financially independent, would be forced to accept rent relief 
through welfare agencies in order to pay rents sufficient to obtain housing 
which meets a minimum standard as defined by the respective municipalities. 
(b) There would be many complex difficulties in establishing and main- 
taining the eligibility requirements governing assistance in the form of rent 
certificates. 
(2) Local administration of the plan would be costly and complicated. 

(a) Recurrent inspection of dwellings scattered throughout the city, 
record-keeping, income checks, investigations for millions of families living 
in substandard housing would involve a vast expenditure of public funds. 

(0) Local welfare agencies would be able to cope with the administrative 
problems of this plan only if provided with largely increased appropriations 
for additional staff and facilities. 

(c) Local welfare agencies would be forced to engage in the granting of 
relief in kind, a practice that is now being given up as unsound welfare 
policy. 

(3) The rent certificate plan would be more costly to the taxpayers than the 
existing public housing program. 

(a) The rentals of private housing meeting a minimum standard are 
about $15 per month in excess of the unsubsidized rents of public housing. 
Therefore, the rent certificate plan of assistance would necessitate a very 
great increase in subsidy if the same standards are to be met. 

(b) Public subsidy to low-income families to enable them to obtain ade- 
quate housing would continue. The burden of an increased subsidy, how- 
ever, would fall on the taxpayers who support local welfare agencies. There 
is question as to whether sufficient funds would be allocated to welfare 
agencies for such a program. 

(4) A needed new supply of low-rent housing would not be provided. 

(a) The present program of rent allotments by welfare agencies often 
results in the housing of welfare clients in slum housing. 

(b) The rent certificate plan would not provide the means for the con- 
struction of low-rent housing. 

(c) Unless the supply of new low-rent housing is increased, progress can- 
not be made toward solving the problem of providing adequate housing for 
all families of low income. 

(5) Substandard housing would not be eliminated. 

(a) Even with the increased rents paid under the rent certificate plan, the 
improvement of blighted neighborhoods would not be assured, and there is 
no positive provision for the redevelopment of the slums. 

(b) Localities would need improved housing codes and methods of en 
forcement. The facts are that few localities have adequate housing codes 
and enforcement experience. It is unreasonable to expect that the housing 
regulation activities of cities can suddenly be vastly improved and ex- 





21Taft hearings, pp. 1727-8. The statement was approved by the executive committees 
of the Family Welfare Association of America, the American Public Welfare Association, 
and the American Association of Social Workers and by the National Committee of Housing 
Associations and the Board of Governors of the National Association of Housing Officials. 
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panded. Vigorous enforcement of adequate housing regulations would result 
almost immediately in a shortage of housing accommodations. In all areas 
where the percentage of vacancies of low-rental housing is low, excessive 
rents would prevail unless effective rent control were established ; otherwise, 
public funds would be paid to the owners of substandard buildings, thus 
subsidizing and perpetuating poor housing and blighted areas. 


III. Congressional Consideration and Action 


9, Although rent certificate plans have been proposed to Congress 
on numerous occasions since 1936, there has been no-favorable action by 
any Committee or by either the yee or Senate. 

10. The plan was considered in the hearings in 1936 and 1937 lead- 
ing up to the enactment of the United States Housing Act.” The 
Committee on Education and Labor concluded in its final reports on 
both bills *% that: 


The committee is convinced that in dealing with the housing of families of low 
income, systematic low-rent housing should be’substituted for relief. This pro- 
cedure will be cheaper for the Government, more beneficial to business, and 
infinitely more desirable to those of our citizens who are now living in slums and 
blighted areas, both i in urban and rural parts of the country. 


11. It was discussed at length during the course of the Taft Com- 
mittee hearings on Housing and Urban Redevelopment.* .That Com- 
mittee rejected the plan in its final Report, stating its reasons as 
follows: 


It has been argued before the subcommittee that such families should be 
assisted by rent certificates just as grocery stamps have been furnished to needy 
families. The number of families entitled to rent certificates upon any such 
basis would be infinitely larger than those requiring other relief. It is not at all 
certain that such a plan would bring about improvement in the bad housing 
accommodations that now exist. In fact, the scheme might work to maintain 
the profitability of slum areas and, consequently, to retard their elimination. 
It would certainly require a detailed regulation of private rental quarters both 
as to condition and rent. 

While rejecting the proposal of rent relief as a solution for the housing diffi- 
culties of all low-income families, the subcommittee recognizes that rent relief 
will to some extent have to be given to families in special conditions of poverty 
or sickness that cannot even pay the rents for public housing.* 


“ Hearings on §. 4424, footnote 16, supra, pp. 91, 145, 148, 189, 200, 212, and 239; and 
Hearings on H. R. 5033 and S. 1685, footnote 1, supra, pp. 178-79, 226, 228, and 249. 

23S. Rep. 2160 on S. 4424, 74th Cong., 2d sess., p. 7; and S. Rep. No. 933 on S. 1685, 
T5th Cong., 2d sess., at page 8. 

* Taft hearings, footnote 38, supra, pp. 1807-8, 1580, 1726-36, 2016, 2086, 2095, and 2178. 

°5 Report on Postwar Housing by the Subcommittee on Housing and Urban Redevelopment, 
August 1, 1945, 79th Cong., 1st sess. on S. Res. 33, p. 6. 
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12. The plan was discussed again in 1946 and 1949 on the floor of 
the Senate in the debates leading up to the enactment of the Housing 
Act of 1949.7 No arguments were advanced in favor of the plan on 
the floor. Senator Ellender opposed it because it would “most likely 
prove more expensive to the taxpayer” and because “wherever some 
such method has been tried in the past it has tended to result not in 
the subsidization of existing decent housing but in the actual subsidi- 
zation of slum dwellings.” 2” Senator Taft opposed it because: 


The issuance of rent certificates would not insure the building of new houses 
or getting rid of slums * * * [it] simply would enable the landlords to obtain 
more money, and no one would build any new houses or any new rental housing 
in the hope that when built, there would be a sufficient number of people with 
rent certificates to rent it. So it seems to us that the rent certificate plan would 
not in any way accomplish the purpose. Furthermore it would be more expensive. 
It would cover more people but it would be more expensive because everyone 
whose income was less than a certain amount would be entitled to an equal 
division of the rent certificate.” 


Later in the same discussion Senator Taft stated: 


Mr. President, I merely wish to say that another substitute which was pro- 
posed for the present public-housing subsidy was to subsidize private housing. 
The difficulty with that is that it requires an indefinite amount of Government 
regulation, and I do not believe that the people who build private housing are 
willing to submit to that kind of regulation. Furthermore, while it could be 
done, it would cost more in actual cash outlay than the public-housing subsidy 
costs, for the reason that the public-housing subsidy covers not only what we 
pay, but also the cost of exemption from local taxation. A private institution 
is usually unable to obtain such exemption, and also the private institution 
is not able to sell its securities on the same basis as that on which municipal 
corporations are able to sell their securities. 

So the actual outiay to the Federal Government, if we try to subsidize private 
housing in a way exactly parallel and similar to the way we subsidize public 
housing which is being subsidized, would be considerably greater than the outlay 
for the present subsidy. 

So it did not seem to us that that would be very practical, nor did we find any 
private operators who were willing to build housing for low-income families on a 
subsidized basis, wath all the controls and Government regulations which would 
necessarily be involved—for instance, supervision in connection with the selec- 
tion of tenants, and so forth—regulations and controls which are necessary or 
are now imposed by the public authority. 

So I do not know. I have not been able to find any method of providing low- 
rent housing for families wholly unable to pay the costs of private housing, except 
the method we now continue in the pending bill, for housing at the rate of 125,000 
units a year for 4 years.” 


26 Debate on S. 1592, Temp. Cong. Rec. April 11, 1946, pp. 3561-2, 3588, and 3589; and 
debate on 8. 866, April 20, 1949, p. 4714. 

27 Debate on S. 1592, supra, p. 3562. 

23 Tbid., p. 3588. 

2° Tbid., p. 3589. 
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13. Senator Taft repeated his opposition in’ ‘the debates in 1948 on 
the same grounds stating: 


Can we solve the problem simply by paying tenants a sufficient amount to enable 
them to pay their rent, if they receive a very low income or no income at all? 
The general answer is that that will not solve the problem. ‘There are still slum 
areas, and in all probability we shall not improve them. The persons who own 
them will simply receive larger rents. They may put the housing in better con- 
dition, but no one will build a new home on the chance that 10 years from today 
someone may not be receiving relief. We do not know whether it will work. 
We do not know how well relief tenants will be BAP OS We do not know whether 
the State will give them relief, * 


14. Rent certificate proposals were also considered with respect to 
local apphcation in the District of Columbia in the hearings conducted 
by Senator Burton in 1944, and in the hearings before the Sub- 
committee on the Judiciary of the House Committee on the District of 
Columbia later in the same year,” with no resulting comment by the 
Committees. , 


80 Debate on S. 866, footnote 26, supra. 

51 Burton hearings, footnote 3, supra, pp. 1092-6, 1116-7, and 1240-6. 

82 Hearings on H. R. 4819, 4847, and 4850 on the Elimination of Alley Dwellings, 78th 
Cong., 2d sess., pp. 305-8. j 
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Exuisit 22 
FEDERAL GOVERNMENT FARM HOUSING PROGRAMS* 
The Housing Act of 1949 


The Housing Act of 1949 implicitly recognized that in general the 
house and the farm are inseparable both legally and economically. 
Hence, the Secretary of Agriculture was given the responsibility for 
farm housing; the Administrator of the Housing and Home Finance 
Agency for rural nonfarm and urban housing. Farms were defined 
for this purpose as parcels of land that constitute a single operating 
unit on which agricultural products worth $400 or more at 1944 price 
quotations are or can be produced. ‘Thus despite price fluctuations of 
farm products a given parcel would remain under one jurisdiction. 

The Secretary of Agriculture was authorized by the Housing Act 
of 1949 to undertake education, technical services, research, loans, and 
grants for the betterment of farm housing and farm building. 

Education and technical services—The Act strengthened existing 
educational programs and uniquely authorized on-site direct technical 
guidance to individual farmers. “Building plans, construction super- 
vision and inspection, and advice and information regarding farm 
dwellings * * *” were specifically mentioned. In practice, however, 
this phase of the Act has received little financial support. It cannot 
be said to have been used except in isolated localities and for a limited 
time. 

Research.—Though he already had and used similar authority 
granted by previous legislation, the Secretary was authorized to con- 
duct research and technical studies with a view to reducing the cost 
of construction. Economic research in this field has been largely 
discontinued. Technological research continues, though primarily 
under other laws. 

Financial aids—Loans and grants are authorized under the Act. 
Loans may only be made to owners of farms that lack “decent, safe, 
and sanitary dwellings” for owner-occupants, resident farm Tabor 
tenants, lessees, or sharecroppers. An applicant for a loan must show 
“that he is without sufficient resources to provide the necessary hous- 
ing * * * on his own account.” The borrower must show that “he is 
unable to secure the credit necessary for such housing and buildings 
from other sources upon terms and conditions which he could reason- 


1 Source: Study by staff members of Housing and Home Finance Agency. 
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ably be expected to fulfill.” Through June 30, 1953, more than 17,000 
individuals had received aid under this program. Obligated loans 
and grants (mainly the former) totaled nearly 83 million dollars. 

A farm owner having an “adequate” farm with sufficient income 
from farming or other sources and sufficient equity or other security, 
may borrow the full cost of improvements. The term may not exceed 
33 years. A twenty-year term is quitecommon. Interest is 4 percent. 
The security may be whatever the borrower has in his farm, together 
with such additional security as the Secretary may require. Each 
borrower must agree in advance that he will endeavor to refinance the 
loan whenever possible “upon reasonable terms and conditions.” The 
Act also provides a moratorium on these and other types of Housing 
Act loans for as long as the Secretary deems necessary “upon a show- 
ing by the borrower-that due to circumstances beyond his control, he 
is unable to continue making payments * * * without impairing his 
standard of living.” In event of foreclosure there may be no deficiency 
judgment if the borrower “shall have faithfully tried to meet his 
obligations.” 

A farm owner having a otenuedly adequate” farm which can be 
sufficiently improved within 5 years to carry the loan and provide a 
reasonable standard of living may borrow under terms similar to those 
just described. In the case sit the “potentially adequate farms” during 
the first 5-year period within which the influence of farm improve- 
ments is expected to materialize, interest and half the principal pay- 
ment may be waived in any year or years in which payments cannot 
be met. In order to accomplish the expected improvements in connec- 
tion with such loans, funds may be advanced for the purchase of addi- 
tional land or for the development and improvement of the inadequate 
farm. Because of limited funds and the number of applications for 
assistance on adequate farms, loans are not now being made in connec- 
tion with inadequate farms. 

Other special loans and grants are authorized, though in practice 
little employed, to provide farmers who have neither “adequate” nor 
“notentially adequate” farms with such things as “repairing roofs, 
providing toilet facilities, providing a convenient and sanitary water 
supply, supplying screens, repairing or providing structural supports, 
or making other similar repairs and improvements.” Such loans 
were authorized where necessary to remove hazards to the health 
of the applicant or community or to make the buildings safe. Assist- 
ance may be in the form of loans or grants or a combination thereof. 
A loan or a combined loan and grant may not exceed $1,000 and a 
grant or the grant-portion of a combination loan-grant may not exceed 
$500. 


332 


APP. 3—SUBCOMMITTEE ON HOUSING FOR LOW-INCOME FAMILIES 
Other Department of Agriculture Programs 


Numerous other programs of the Department of Agriculture have 
contributed directly to the betterment of farm housing. The cooper- 
ative Extension Service founded in 1914 whereby the Department, 
land-grant colleges, and county governments share responsibility helps 
to promote improved housing by conferences with farmers, distribu- 
tion of house plans, demonstrations, etc. According to estimates in 
1952, the Extension Service assisted more than 43,000 families with 
construction of new dwellings and nearly 106,000 with remodeling. 

The farm ownership and development loans of the Farmers Home 
Administration frequently include funds that are used for repair, 
modernization, or construction of farm houses. For example, in fiscal 
year 1952, of about 18.8 million dollars loaned, more than 2.9 million 
were used for improvement or construction of dwellings. Perhaps 
as many as 1,800 dwellings benefited. In the same year, 10.7 million 
dollars of insured loans included 1.2 million for about 900 houses. 

The Federal Farm Loan Act of 1916 established a nationwide sys- 
tem of Federal land banks which now are completely farmer-owned. 
Included in the purposes for which loans may be made is the provi- 
sion of buildings. Though data are lacking to indicate the quan- 
titative importance of loans for housing, informed sources indicate 
that this is a significant figure. 

The Rural Electrification Administration created in 1935 has been 
largely instrumental, through a system of farmer-owned coopera- 
tives, of extending electrical service until now, about 91 percent of all 
farms are electrified compared with 11 percent eighteen years ago. 
It now is helping to add numerous telephones as another home con- 
venience for farm families. 

Farm housing research, conducted under a variety of laws by Bu- 
reaus of the Agricultural Research Administration, is directed toward 
the design and planning of more livable farm homes. Studies of fam- 
ily needs and preferences and standards for household equipment are 
currently stressed. 


Programs of the Housing and Home Finance Agency 


Under section 203 (d) of the National Housing Act, the Federal 
Housing Administration is authorized to insure any mortgage which 
covers a farm upon which a farmhouse or other farm buildings are 
to be constructed or repaired and which meets the other basic eligibil- 
ity requirements of section 203. The construction and repairs to be 
undertaken on such farm must involve the expenditure for materials 
and labor of an amount not less than 15 percent of the total principal 
obligation of the mortgage. Very few mortgages have been insured 
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under this provision, and the Housing and Home Finance Adminis- 
trator has received a proposal from FHA that the authority to insure 
mortgages on farms as such be terminated. 

The Federal Housing Administration insures mortgages and port- 
folios with improvement loans some proceeds of which are thought 
to be for farmhouses. 

The predecessors of the Public Housing Administration at one 
time undertook farm housing and subsistence homestead projects on 
a small scale but such programs were discontinued. 

The Housing Act of 1950 transferred 39 farm labor camps origi- 
nally developed and operated by the Department of Agriculture to 
the Public Housing Administration. The law directed the PHA to 
operate the camps as low-rent public housing, principally for agricul- 
tural workers and to dispose of them to local agencies. 

The 39 farm labor camps were located in 8 States and had ac- 
commodations for approximately 9, 360 families or single persons who 
could be housed in cottages and apartments individually equipped 
with modern sanitary facilities or housed in one-room shelters and 
tents served by sanitary facilities in separate utility buildings. 

As of September 30, 1958, 86 of these projects with approximately 
8,560 units were under purchase and sale contracts with local housing 
authorities pending the execution of Administration Contracts and 
Quitclaim Deeds transferring title of the projects to the respective 
local authorities. One project, consisting of 302 units, was under 
lease with a local authority; one project, consisting of 196 units, was 
directly operated by the PHA; and one project, consisting of 295 units, 
had been terminated and demolition authorized since the accommoda- 
tions were no longer needed in the particular location. 


Programs of Other Agencies 


A substantial number of loans made or guaranteed by the Veterans 
Administration are used at least partly for farmhouses. 
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EXHIBIT 23 


TEXT OF LETTER SENT BY SUBCOMMITTEE ON HOUSING FOR LOW- 
INCOME FAMILIES TO 76 ORGANIZATIONS AND 21 FEDERAL AND 
LOCAL HOUSING OFFICIALS AND FORMER HOUSING OFFICIALS, RE- 
QUESTING THEIR RECOMMENDATIONS ON A HOUSING PROGRAM 
FOR LOW-INCOME FAMILIES 


As you know the President has appointed an Advisory Committee 
on Government Housing Policies and Programs which has been di- 
rected to “* * * make, or cause to be made studies and surveys of the 
housing policies and programs of the Government and the organization 
within the Executive Branch for the administration of such policies 
and programs. * * *” In appointing the Committee, the President 
said, “I have every expectation that such a review will develop for me 
a series of recommendations which will clearly identify the proper 
role of the Federal Government in the field and outline more economi- 
cal and effective means for improving the housing conditions of our 
people.” 

To facilitate the work of the Advisory Committee various Sub- 
committees have been appointed, among them the Subcommittee on 
Housing for Low-Income Families. The members of this Subcom- 
mittee are: Bruce Savage, President, Bruce Savage Co., Realtors, In- 
dianapolis, Ind.; James Thimmes, Vice President of Congress of 
Industrial Organizations and Chairman of CIO Housing Committee, 
Washington, D. C.; Paul R. Williams, architect, Los Angeles, Calif. ; 
Ben H. Wooten, President, First National Bank, Dallas, Tex.; and the 
undersigned, Director, Cleveland Metropolitan Housing Authority. 

For the purposes of its study the Subcommittee is considering “low- 
income families” as those families who cannot afford to rent or pur- 
chase the private housing of acceptable standards, either new or exist- 
ing, which is being made available in their communities. 

In arriving at its conclusions, the Subcommittee would like to have 
the benefit of your thinking because of your experience as a housing 
official and your continued interest in housing problems. 

[In the letter to organizations, the above paragraph read as follows: 
In arriving at its conclusions, the Subcommittee would like to have 
the benefit of the thinking and experience of organizations such as 
yours which are concerned with the problem of providing decent hous- 
ing within the means of families of low income. | 
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We would appreciate having your recommendations and comments 
in as specific a form as possible. We would like you to consider the 
present Government-aided housing program for low-income families 
as contained in the Housing Act of 1949, in terms of its effectiveness, 
modification, expansion or curtailment, and any additional or alter- 
native programs in which you feel the Government should partici- 
pate. Your recommendations will be helpful to the Subcommittee if 
they are supported by facts and indicate clearly and specifically how 
they will meet the needs of low-income families. 

Since our report must be completed within a very short time, we 
would appreciate a reply at your very earliest convenience so that we 
can give your recommendations the thought and study they deserve. 
[In the letter to organizations, a reply was requested by a specified 
date.] Please address your replies to Ernest J. Bohn, Chairman, Sub- 
committee on Housing for Low-Income Families, Attention: Milton 
B. Davis, Executive Secretary, Housing and Home Finance Agency, 
Room 410, Normandy Building, Washington 25, D. C. 

Yours very truly, 
Ernest J. Bown, 
Chairman, Subcommittee on Housing for Low-Income Families. 
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Exuiperir 24 


SEVENTY-SIX ORGANIZATIONS AND TWENTY-ONE FEDERAL AND 
LOCAL HOUSING OFFICIALS AND FORMER HOUSING OFFICIALS TO 
WHOM LETTER WAS SENT BY SUBCOMMITTEE REQUESTING REC- 
OMMENDATIONS ON HOUSING PROGRAM FOR LOW-INCOME 
FAMILIES 


(An asterisk (*) indicates that a reply was received. A few of the replies 
merely indicated that further information would be sent in at.a later date.) 


t, 
#2. 
*f. 


es 
#99. 
23. 
*O4, 
. Congregational Christian Churches—(Council for Social Ac- 


Organizations 


National Association of Home Builders. 

National Savings & Loan League. 

Mortgage Bankers Association of America. 

Chamber of Commerce of the United States—(Construction and 
Civic Development Department). 


. Institute of Life Insurance. 
. American Bankers Association—(Savings and Mortgage 


Division). 


. American Life Convention. 

. Structural Clay Products Institute. 

. National Association of Real Estate Boards. 

. United States Savings & Loan League. 

. The Producers’ Council, Inc. 

. National Apartment Owners’ Association. 
713. 
*14, 
PED: 
* EG 
PA 
ALS: 
71: 
20. 


National Association of Mutual Savings Banks. 

National Retail Lumber Dealers Association. 

The Associated General Contractors of America, Inc. 

American Council on Human Rights. ; 

American Federation of Labor. 

Congress of Industrial Organizations. 

American Municipal Association. 

General Dept. of United Church Women—(Christian Social 
Relations). 

American Council on Education. 

National Federation of Settlements and Neighborhood Centers. 

National Jewish Welfare Board. 

Child Welfare League of America. 


tion). 
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*36. 
pee 
bere 
+39; 
*40, 
*41, 
49." 
*43. 
*44, 
. National Congress of Colored Parents and Teachers. 
*46, 


#47, 

48, 
#49, 
#50), 
*51, 

52, 
#53. 
#54, 
#55. 

56. 
#57, 
#58. 
#59, 
*60, 
*61, 
#62, 
#63. 
"64. 
*65, 
*66, 
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Co-operative League of the United States. 
Presbyterian Church in the USA—(Department of Social Edu- 
cation and Action). 


. American Association of Social Workers. 

. National Council of Negro Women. 

* 0s 

* 3 
32: 
OO. 

he 

POD 


National Housing Conference. 

National Urban League—(Department of ieee tees 

B’nai B’rith—(Americanism and Civic Affairs). 

Family Service Association of America. 

National Lutheran Council. 

Methodist Church—(Department of Christian Social Rela- 
tions—Women’s Division). 

National Board of the Y. W. C. A. : 

National Conference of Catholic Charities. 

National Council of Catholic Women. 

National Council of Jewish Women. 

American Home Economics Association. 

National Congress of Parents and Teachers. 

Jewish War Veterans of the United States. 

National Association of Housing Officials. 

National Committee Against Discrimination in Housing. 


National Council of Churches—(Department of Social Wel- 
fare). 

United States Conference of Mayors. 

American Society of Planning Officials: 

American Association of University Women. 

American Public Welfare Association. 

International Association of Machinists. 

General Federation of Women’s Clubs. 

American Veterans of World War II. 

American Legion. 

National Association for the Advancement of Colored People. 

National League for Nursing. 

National Social Welfare Assembly. 

National Institute of Municipal Law Officers. 

National Education Association of United States. 

American Veterans Committee. 

Disabled American Veterans. 

Veterans of Foreign Wars. 

Council of Jewish Federations and Welfare Funds, Inc. 

National Tuberculosis Association. 

Citizens’ Planning and Housing Association of Baltimore. 

The Better Housing League of Cincinnati. 
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Citizens’ Housing and Planning Council of New York, Inc. 

Pittsburgh Housing Association. 

Community Service Society— (Committee on Housing). 

Housing Association of Metropolitan Boston. 

Metropolitan Housing and Planning Council—Chicago. 

Philadelphia Housing Association. 

Washington Housing Association. 

American Institute of Architects. 

Urban Land Institute. 

National Catholic Welfare Conference—(Department of Social 
Action). 


Housing Officials and Former Housing Officials 


Mr. Leon Keyserling. *13. Mr. Nathan Straus. 

Mr. David Krooth. *14. Mr. Charles Abrams. 

Mr. John T. Egan. *15. Mrs. Catherine Bauer Wur- 
Mr. Raymond M. Foley. ster. 

Mr. Charles F. Palmer. *16. Mr. Herbert Emmerich. 

Mr. John B. Blandford, Jr. *17. Mr. John Ihider. 

Mr. Coleman Woodbury. 18. Mr. Ferd Kramer. 

Mr. Miles Colean. 19. Honorable Edward 8S. Wein- 
Mr. Philip M. Klutznick. feld. 

Mr. Dillon S. Myer. *20. Mr. Herman T. Stichman. 
Mr. Wilson Wyatt. *21. Alderman Robert Merriam. 


Mr. John M. Carmody. 


The Subcommittee received a large volume of correspondence, from 
both organizations and individuals, in addition to the replies to its 
letter noted above. All letters are a part of the permanent file of the 
Subcommittee. 
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Report of the 


Subcommittee on Housing Credit Facilities 


December 3, 1953 


GEORGE L. BLISS, Chairman 
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NORMAN P. MASON 
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December 3, 1953. 


Mr. Auserr M. Cote, 
Chairman, Promaeies Advisory Committee on 


Soerniieen Housing Policies and Programs, 
Washington, D.C. 


Dear Mr. oe We are pleased to submit to you herewith the 
report of the Subcommittee on Housing Credit Facilities. — 
We wish to express to you our appreciation for the confidence you 
reposed in us in naming us to this Subcommittee. 
Sincerely yours,. 
Grorcr L. Buss, Chairman 
A. G. GARDNER 
Ricuarp G. HucHss 
Norman P. Mason 
AxsrL NIELSEN 
Roserr B. Patrick 





REPORT OF THE 
SUBCOMMITTEE ON HOUSING CREDIT FACILITIES 


Meetings of this Subcommittee have been held on the following 
dates: September 30, October 5-6, October 14-15, November 2-3, 
November 16, November 29-80. 

In order to secure as much background as possible with respect to 
government fiscal policy, the coordination or lack of coordination 
among the several agencies whose operations affect housing credit, and 
the aims, objectives, and problems contronting such agencies, the Sub- 
committee had the constructive advantage of listening to the follow- 
ing witnesses: 

Mr. Guy E. Noyes, Assistant Director, Division of Research and 
Statistics, Board of Governors of the Federal Reserve System. 

Mr. J. Stanley Baughman, President of the Federal National Mort- 
gage Association. 

Dr. Gabriel Hauge of the White House Staff. 

Mr. Walter W. McAllister, Chairman of the Home Loan Bank 
Board. 

Mr. Everett Smith, Fiscal Agent for the Federal Home Loan 
Banks. 

Mr. T. B. King, Assistant Deputy Administrator for Loan Guar- 
anty of the Veterans Administration, and Mr. T. J. Sweeney and 
Mr. J. M. Dervan, also of the Veterans Administration. 

Mr. Burton C. Bovard, General Counsel, Federal Housing Ad- 
ministration. 

Dr. R. J. Saulnier, Consultant to the Council of Economic Advisers, 

Mr. Joseph P. McMurray of the Staff of the Senate Banking and 
Currency Committee. 

Mr. Orman 8S. Fink of the Staff of the House Banking and Cur- 
rency Committee. 

Dr. Winfield W. Riefler, Assistant to the Chairman, Board of 
Governors of the Federal Reserve System. 


SOURCES OF MORTGAGE CREDIT 


The importance of housing credit in the economy is indicated by 
the following comparative statistics of mortgages for $20,000 or less 
recorded annually, and of the outstanding mortgage debt on one- to 
four-family homes: 
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[Millions of dollars] 
indicated 
Outstanding 
Year Mortgages | TCP oe ee Bae home mort- 
recorded : gages at 
refinancing year end 
TOQ0O: on 5a eer oe Beet See eee 1 §, 184 4,176 1, 008 18, 912 
19384255 EVIE BEC RA SEI eee eS 13, 625 3, 347 278 15, 630 
DD Neeson em tear eg ene mm tae Rin Eee ee uy cet TS ath Rl 3, 507 2, 935 572 16, 337 
W944 5-2 ats ee bed Bae a eee oe ea 4, 606 4, 494 112 17, 947 
1 0 oe Se re keene ee er Meet Pel ee ee 11, 828 7, 593 4, 235 37, 496 
TOGO V2 322223. 22008 a) 22h. Sec SES 16, 179 8, 603 7, 576 45, 072 
Wp ose cce ee ce eo es 6 es a ee ee 16, 405 9,.605 « 6, 800 51, 872 
195255... IU SAL abe docked. . sore 2 18, 018 J 736 6, 283 58, 155 
TOGS Toe 2 Bae an Sasuke tee cee e ree ee eee 19, 500 12, 700 6, 800 64, 955 


1 Estimated. 


Notse.—Mortgage recordings of $20,000 or less include an unknown minor amount of mortgages on non- 
residential properties. Therefore, the derived repayments and refinancing figures shown also are rough 
estimates with regard to home mortgage debt repayments. 


Source: Home Loan Bank Board. 
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The following table shows the major classifications of investors in 
mortgage loans on 1- to 4-family homes at December 31, 1952, and 
the net changes in their holdings during the preceding 12 months: 








Millions of dollars] 
Home mort- | Net increase 
gages held at | during year 
Dec. 31, 1952 1952 
Savings. and Wal aucuCInblone:.. 02... U.S a ene LT ees 17, 590 2, 789 
Iiferinistinamee; COMPGnles ea a8 ok ee as eS ee eS 11, 800 986 
Commercial*banksjand trust companies... = ee eee es 11, 250 975 
Martuelsa vingsbanksi ss 2624752 3.. 2ii9__ AV) Gah oe Pe sae et oe 6, 180 849 
Federal National Mortgage Association SOR gS ee 2, 210 392 
Individuals and amiscellancous:. =<. 5 2 ke 9, 125 292 
MotalfisiOuk . “TOT TOG biti ite Beer eae eee iT Si ee 58, 155 6, 283 


Source: Home Loan Bank Board. 


As the foregoing figures reveal, the principal source of long-term 
home-mortgage loans is the long-term savings of the people, invested 
by them in savings accounts or time deposits in the banks and sav- 
ings and loan associations, and in life insurance policies. In the 
ageregate, this group provides more than 80 percent of the volume of 
funds for the mortgage financing of 1- to 4-family homes. While 
equally comprehensive figures are not available with respect to the 
financing of multifamily properties, it appears from the information 
which is available that this same group of lenders also hold about 80 
percent of the $11 billion estimated mortgage debt outstanding on 
multifamily housing as of the end of 1952.1 


1'The estimate of $11 billion, prepared by the Housing Finance Branch, HHFA Division 
of Housing Research, added to the HLBB estimate of $58 billion outstanding for 1- to 4- 
family properties, makes for an estimated total of $69 billion outstanding on nonfarm 
residential properties. 
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At the end of World War II, the country was faced with a sub- 
stantial shortage of housing, due to the drastic curtailment of home 
construction during the four war years. In the years since 1948, new 
dwelling units have been started at a rate of more than a million per 
year. The relation between the net increase in the holdings of mort- 
gages on one- to four-family homes by the savings and loan associ- 
ations, mutual savings banks, commercial banks, and life insurance 
companies and the net increase in their aggregate savings volume 
during the period from 1946 through 1952 is shown in the following 
table: 





| Net increase | Net increase 
in long-term | in home loans 





savings in held by 

F Column 3 as 
Year _ Savings { savings percent of 

institutions | institutions column 2 
Millions of dollars 

ROAG sete SaereGe as Ss creer rie Cal Piguet ec er arte rio cody bes 9, 386 3, 836 40. 9 

WOM 7eastane ets Aue alipties Saver eee SAGE at eet oes any ee 6, 490 4, 501 69. 4 

LOAN ete al anodes ald ore vebenty oi} Sep ee Jatin coe marl Pere 5, 447 4,477 82.2 

O40) ea Rae Poe See ee 8 ae hte OSI 2 Ee ee 5, 658 3, 410. 60. 3 

ORT A Ea ee a 2 ae Ue Or IS ae oa pe 5, 694 6, 882 120.9 

OD eet seen SEs Adee See we ees (ee ee 2S TA 2 eee 7, 885 5, 922 75.1 

ES ee eae ee RO aAeIE DO SkraY OS Ae a te Se Nt SOA SAIS 12, 405 5, 599 45.1 


Source: Home Loan Bank Board. 


While the making or purchase of mortgage loans is an important 
investment activity of the financial institutions that provide what has 
been shown to constitute the source of more than 80 percent of all 
home mortgage credit, it is not their only field of investment. Sub- 
ject to varying provisions of the laws under which they operate, such 
institutions may invest in bonds of the Federal Government, of the 
State governments, of municipal governments, and, in many cases, of 
industrial corporations, public utilities, transportation companies, etc. 
Since such financial institutions are under the competitive necessity 
of providing the highest possible return to those who entrust their 
hard-earned savings to them, each prospective investment is, likewise, 
in competition with other available investments. Thus it is that funds 
from the savings institutions will flow into mortgage loans most readily 
when they provide a rate of return that is competitive with other 
available forms of investment. 

The operation of this principle is well demonstrated by an analysis 
of the annual net change in the holdings of different types of invest- 
ment assets of life insurance companies, mutual savings banks, and 
savings and loan associations during the years 1946 to 1952, showh 
in the table below. ‘These annual net changes in different types of 
investments resulted not only from the tendency of funds to flow into 
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higher yield investments but also from other factors, such as the desire 
for a balanced investment portfolio, a period of real estate credit con- 
trols, and pressure to finance defense production capacity expansion. 
However, these influences notwithstanding, the tendency of invest- 
ment funds to be directed toward higher yield investments is reflected 
in the following table: i | 





[Billions of dollars] 
hee a Mortgages 
tates ha Seah.) TUE OG iscel- 
Year Govern- | Other | stocks Cash |Miscel-| ota 
bonds laneous 
wakes Total | 14, | Other! 
bonds | family 
VO4G ite A de ee eB ive 118 0. 2 2.5 2.1 0. 4 0.3 0.1 §. 6 
NOS 7 Re 5i5 sx Die anaes Bebe 157 3.4 ak 3.6 2.8 .8 me ab 6.2 
1048 ue. oes ote oe —4,1 AZ eee 4,3 3.5 .8 vlad 4 5.9 
TOS0E weestyley tk 2 eS ee —1.6 3. 2 3 4.3 2.8 eh 2 .3 6.7 
L900 Maa b re ree eee —2.4 2.1 4 6.8 5.3 ip?) Ae .4 Tap 
OS) svete Soe eee . —3.3 3.2 1 6.8 5. 1 1, .3 6 Vote 
5 Ms Pee Ss SS pe ee ae aes ee —.9 3.7 2 6. 4 4.6 Ts ~2 8 10. 4 


| 
1 Includes mortgages on multifamily housing, commercial, industrial and farm properties. 


NotE.—Figures are not shown where annual net change was less than $50 million.. Figures on changes 
in stock investments of mutual savings banks for years prior to 1952 are not available, but are considered 
negligible, based on known historical data, and have been counted as zero in deriving the ‘‘miscellaneous’’ 
{tem obtained by subtraction of other items from total. 


Source: HLBB, Source Book, 1953; Institute of Life Insurance, Life Insurance Fact Book, 1952, and 
Life Insurance News Data, current issues; National Association of Mutual Savings Banks, Mutual Savings 
Banking, February issues, 1946-52. 

Despite the fact that the volume of mortgages of $20,000 or less 
recorded in 1952 was at an all-time high (with an even higher rate 
shown in 1953 to date), and even though net additions to savings 
balances in savings institutions, banks and life insurance companies 
were at a peacetime high in 1952, there is‘an obvious inadequacy of 
funds for certain types of home-mortgage financing in various parts 
of the country. This is due to these reasons: (1) in the areas of 
greatest growth, the volume of local savings historically lags behind 
population growth, and (2) the ceiling interest rates on mortgage 
Joans insured by the Federal Housing Administration or partially 
guaranteed or insured by the Veterans Administration under the pro- 
visions of the Servicemen’s Readjustment Act have not been com- 
petitive at times with the rates of return on alternative forms of in- 
vestment available to the financial institutions which, under normal 
conditions, are the source of four-fifths of the home-mortgage credit. 


ADJUSTMENT OF INTEREST RATES TO MARKET CONDITIONS 


While this condition prevails, there are bound to be localities with 
a shortage of local capital for mortgage loans, and there is inadequate 
inducement for funds to flow into these localities from other areas. 
If interest rates on FHA-insured and VA-guaranteed loans were al- 
jowed to rise and fall to meet the changes that occur in the investment 
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market, home owners would benefit as follows: (1) persons seeking 
loans to buy, build or maintain their homes would find funds more 
readily and generally available, and (2) the discounts on newly placed 
mortgages would be substantially eliminated, so that there would be 
no hidden costs and borrowers would know what they are paying for 
their loans. 

It is the opinion of this Subcommittee that the most effective method 
of accomplishing such an objective is to place in a committee of tech- 
nically-informed public officials the responsibility for a continuing 
review of the money market and for establishing a flexibility in the 
allowable rates on FHA-insured and VA-guaranteed loans. This 
will make it possible for interest rates to be at levels that will en- 
courage home mortgage investments on the part of those financial 
institutions holding long-term savings. It will also facilitate the 
flow of such funds from the areas of more plentiful supply to those 
of greater need. 


Recommendation No. 1: 


That the necessary legislation be enacted to create a committee which 
shall be empowered and directed to review constantly the demand 
and supply of funds for home mortgages in all parts of the country 
and, from time to time, to confirm or revise, by majority vote, (a) the 
maximum rates of interest that may be charged on mortgage loans 
insured by the Federal Housing Administration or partially guar- 
anteed or insured by the Veterans Administration (but which rates 
may not exceed by more than 2! percentage points the current 
average yield on all outstanding marketable obligations of the United 
States Government having a remaining maturity of fifteen or more 
years; (b) the charges that may be made for the expense of originat- 
ing mortgages insured by the Federal Housing Administration or 
partially guaranteed or insured by the Veterans Administration; 
and (c) the rate of interest on debentures issued by the Federal 
Housing Administration in settlement of foreclosure claims to be set 
at the time the note is insured, at a rate not higher than the current 
average yield on all outstanding marketable obligations of the United 
States Government having a remaining maturity of 15 or more years. 
The Subcommittee further recommends: That such committee shall 
consist of (1) the Administrator of the Housing and Home Finance 
Agency (who shall be chairman), (2) the Chairman of the Home 
Loan Bank Board, (3) the Commissioner of the Federal Housing 
Administration, (4) the Assistant Deputy Administrator for Loan 
Guaranty of the Veterans Administration, (5) the Chairman of the 
Board of Governors of the Federal Reserve System, and (6) the 
Secretary of the Treasury. 
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The unevenness and imperfections in the distribution of funds for 
mortgage financing that have been noted above have resulted in 
widespread discussion of the desirability of establishing what has been 
termed a secondary mortgage market facility to replace the 
Government-owned and financed Federal National Mortgage Asso- 
clation. | 7 | 

Several of the proposals that have been made to accomplish this 
are designed to attract funds from other sources than the major 
savings institutions. After a comprehensive study of this subject 
and the several specific proposals, the Subcommittee is of the opinion 
that there is little chance of attracting funds in substantial volume 
as a result of these plans. There are but two basic types of investable 
funds: Short-term funds, represented in the demand deposits of the 
commercial banks or held in cash for liquidity purposes, and long- 
term savings, which, as previously noted, are found primarily in 
savings accounts or time deposits in banks and savings and loan asso- 
ciations, and in life insurance companies. The volume of such funds 
as at December 31, 1952, was distributed as follows: 


Short-term funds: 2 - Millions of dollars 
Money) cin yoinevlationd 20.6544 ees os ogSs et oes eek 30, 433 
Pe Or ATIC. FIC DOS LUC nm eR ee 99, 798 
"OTANI ee Aes Se ae en 2 ee ee, SS Stare eee ae Ee 130, 226 
Long-term savings: 
Life insurance companies__________--__ V1 OS VEE aaa yaee Pepe e 62, 000 
Time deposits, in eomimerctakpatics. 242 eee so Ue ee Lie uaes 39, 300 
Muay (en Vines “Danks. - 2 Se ee ee ees eee 22, 600 
Savings and loan associatOne ee 22s ee eee ee 19, 200 
Postal "Savings" Geposlisces 2 ee ee ee eS Oh ee 2, 650 
United ‘States Savings ‘bondslis 4202. VoL uo et See toe 49, 300 
Private corporate trusteed pension funds___-_______-_ 10, 000 
4 Nc): ER ee eee a ieee rT | AS eS 205, 050 


1Demand deposits of individuals, partnerships and corporations in commercial banks. 


Sources : Federal Reserve Bulletin ; HLBB; Dr. Roger F. Murray, Vice President, Bankers 
Trust Company. 


The problem, then, is to devise a method by which the peaks and 
valleys can be levelled out, a more even flow of funds can be provided, 
and the funds that are available be more evenly distributed and more 
sensitive to the demands for them. This is accomplished in two ways: 
(1) by the development of local depositories for the savings of the 
_ people, in order to achieve the maximum effectiveness from the local 
employment of savings capital, and (2) by encouraging the financial 
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institutions engaged in mortgage lending to operate on a nationwide 
basis. 

To increase the effectiveness of the local thrift institutions, the 
Federal Home Loan Bank System was established in 1932. Its serv- 
ices to its member institutions, principally in providing central credit 
machinery for institutional borrowing on mortgage loans, have ma- 
terially aided their operations. As in the case of the Federal Reserve 
Banks in their relations with the commercial banks, the Federal Home 
Loan Banks are member-owned and operate without expense to the 
Federal government. 

It is the opinion of this Subcommittee that a secondary mortgage 
market facility through purchasing and participating in FHA-insured 
and VA-guaranteed loans can level out the peaks and valleys in re- 
mote areas of the mortgage market, and relieve much of the mortgage 
financing problem of home buyers in these remote areas. 

To achieve this end, the Subcommittee believes that the following 
principles and objectives must be observed : 

1. Such a secondary mortgage market facility should be privately 
financed and should operate without expense to the Federal 
Government. 7 

2. Its operations should be sufficiently sound from an economic 
point of view as to permit the sale of its obligations in the private 
market under favorable terms. Such debentures would not be 
guaranteed by the Federal Government. 

3. It should take the form of a quasi-public corporation, operated 
under the direction and supervision of a board of directors, appointed 
by the President, and so constituted as to be in a position to prevent 
its being subject to pressures not consistent with its objectives. 

4. With due recognition of the fact that a substantial volume of 
funds for mortgage lending can be found only in long-term savings, 
it should be the primary objective of the corporation to facilitate the 
flow of mortgage funds to areas where needed. 

5. To that end, and in order to prevent efforts to use its facilities 
to create a primary market instead of a secondary market, the corpora- 
tion should purchase mortgages only on the basis of imposing an auto- 
matic deterrent on those using its facilities. 

6. Mortgages should be purchased by the corporation with the objec- 
tive of selling them to mortgage investors in other areas, and only 
those mortgages should be purchased which are believed by the man- 
agement of the corporation to have marketability under normal 
conditions. 

7. A reasonable financial participation should be required of the 
of the financial institutions that would use its facilities. — 
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It is the opinion of this Subcommittee that it is feasible to establish 
a secondary mortgage market facility on the foregoing principles and 
that best assurance of success would be had if substantial use were 
made of existing facilities and experience already in the Federal 
Home Loan Bank System. It believes that funds, experience and 
facilities can be provided from that source that will prove of im- 
measurable benefit to the new Corporation, which, nevertheless, would 
be an independent corporate entity separate and distinct from the 
Federal Home Loan Banks, but operated under the-supervision of a 
common Board, as was the case with the Home Owners Loan 
Corporation. 
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Recommendation No. 2: 


That legislation be enacted to create the National Mortgage Mar- 
keting Corporation, with the power to purchase and sell mortgages 
or participations therein on residential properties, for the purpose of 
facilitating the flow of mortgage funds into areas and sound pro- 
grams where needed, and to assist in maintaining a balance between 
the supply and demand of funds for mortgage lending. Such legis- 
lation should contain the following provisions: 


(1) To provide an initial capital of $50,000,000, the Corpora- 
tion would open its books for subscription to its capital stock 
by companies and financial institutions eligible to do business 
with it for a period of ninety days, at the end of which time the 
Federal Home Loan Banks would enter a subscription for the 
remaining amount unsubscribed. . 


(2) Companies and financial institutions eligible to do business 
with the Corporation would be supervised banks, savings and 
loan associations and insurance companies, and mortgage com- 
panies having a minimum capital of $100,000. 


(3) Initially, the type of mortgages eligible for purchase by the 
Corporation would be mortgages on residential properties, if 
insured by the Federal Housing Administration or partially 
guaranteed or insured by the Veterans Administration under 
the provisions of the Servicemen’s Readjustment Act. 


(4) Institutions selling mortgages to the Corporation would be 
required to own stock in the Corporation in an amount not 
more than 4 percent of the unpaid balance of mortgages so sold 
for so long as such mortgages remain the property of the 
Corporation. 


(5) The Corporation would be empowered to purchase mort- 
gages in its discretion and at ‘such price, in‘ each instance, as it 
deems appropriate and to sell mortgages owned by it in its 
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discretion and at such price, in each instance, as it deems appro- 
priate. It would also be empowered to purchase or to sell 
participations in qualified mortgages. 


(6) For the servicing of mortgages while owned by it, the Cor- 
poration would be empowered to enter into contracts with its 
member institutions or with other local servicing agencies, at 
its discretion. 


(7) The Corporation would have the power to issue its de- 
bentures in an amount not exceeding twelve times its capital 
and surplus, which obligations would be sold in the open 
market. Such issuance would be subject to the approval of the 
Secretary of the Treasury. 


(8) The Corporation would have the customary powers of 
quasi-public corporations, and would be exempt from Federal 
and state taxation, but not from local real estate taxes on 
property owned. 


(9) The Corporation would be required to carry to a reserve 
for losses at least 10 percent of its annual net earnings, until 
such reserve equals 50 percent of its paid-in capital, and there- 
after to carry at least 5 percent of its annual net earnings to 
such reserve. 


(10) By appropriate amendments to pertinent statutes, member- 
ship in the Corporation and the right to invest in its stock 
would be authorized to national banks and federal savings and 
loan associations. 


(11) Obligations of the Corporation would be made a legal in- 
vestment for trust and public funds, the investment of which 
are subject to Federal statute. 


(12) Stock subscribed for by the Federal Home Loan Banks 
would be retired at par, plus cumulative dividends at the rate 
of 4 percent per annum to be paid on such stock (and on stock 
held by those entering initial subscriptions during the ninety- 
day period established for initial subscriptions), by the applica- 
tion of an amount not less than one-half of the Corporation’s 
net annual additions to its surplus and reserves, plus such addi- 
tional sums as the Corporation elects to allocate from the sale 
of stock to members, or from earnings, or from other sources. 


(13) The name of the Home Loan Bank Board would be 
changed to “Federal Home Loan Board,” and its membership 
increased to five persons, each of whom would be appointed by 
the President to serve for a term of ten years, with due regard 
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to broad representation of the home construction and home 
financing fields, but with a provision that not more than two 
members of the Board could be appointed from any segment of 
the home construction or home financing fields. 


(14) Such Board would then constitute the Board of Directors 
of the Corporation, and it would have a full time president as 
chief executive officer, who would be appointed by. the Presi- 
dent of the United States, by and with the adyice and consent 
of the Senate. The Corporation would be subject to a semi- 
annual assessment for its reasonable and proportionate share 
of the expenses of the Federal Home Loan Board. 


(15) The authority of the Federal National Mortgage Associa- 
tion to purchase mortgages would be terminated and the Na- 
tional Mortgage Marketing Corporation would be designated 
as the liquidating agent of the FNMA to dispose of its port- 
folio of mortgages in an orderly manner. 


VETERANS LOANS IN SMALL TOWNS 


Since the third quarter of 1950, the Veterans Administration has 
been authorized by the Congress to make direct loans to veterans 
eligible for partially guaranteed or insured loans under the Service- 
men’s Readjustment Act in areas where they have been unable to 
secure such loans from private lending institutions. Currently the 
volume of direct loans is limited to $25,000,000 per quarter year. 
Up to September 30, 1953, the Veterans Administration has disbursed 
approximately $261,844,000 in 88,8383 direct loan transactions. 

The Subcommittee is sympathetic to the problem presented to the 
veteran who is eligible for the assistance in acquiring a home with a 
low down payment as contemplated by the provisions of the act, and 
whose home justifies the loan sought without finding a lending insti- 
tution in a position to extend the necessary credit. In some measure, 
it believes this to be due to the burden imposed on small local lenders 
who make comparatively few home loans in the course of a year and 
who are under the necessity of keeping themselves current on the 
details of a labyrinth of technical regulations, which are being re- 
vised constantly. The Subcommittee commends the action reported 
in at least one state, where a group of lending institutions, through 
their trade association, has developed a plan of cooperation with the 
veterans’ organizations so that applications for direct loans filed with 
the Veterans Administration and found to qualify under the act, have 
been placed with local lending institutions. 
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Recommendation No. 3: 


That (1) the Veterans Administration seek the advice of qualified 
representatives of the more active groups of lending institutions in 
revising its regulations relative to the guarantee and insurance of 
loans under the Servicemen’s Readjustment Act, to the end that 
they be so simplified as to permit a ready compliance by the smaller 
lending institutions that are not able to maintain staffs of technical 
experts and that (2) the representatives of state and national trade 
organizations of the several types of lending institutions be urged 
to appoint committees for the purpose of assisting in placing with 

_ private lenders applications for direct loans filed with the Veterans 
Administration and found to qualify under the Act, wherever 
practicable. 


A further reason for filing direct loan applications has been the 
shortage of funds for mortgage lending in certain areas of the country, 
a subject which has been extensively reviewed in the earlier part of 
this report. It is the opinion of this Subcommittee that the provision 
for the appointment of a committee of technically-informed public 
officials with authority to establish a flexibility in the allowable interest 
rates, and the creation of the National Mortgage Marketing Corpora- 
tion to provide secondary market facilities, as recommended in the 
preceding portion of this report, and the provision for the purchase 
of mortgage loan participations, as recommended in a subsequent 
section of this report, will facilitate the flow of a fair proportion of the 
available funds into all parts of the country and eliminate the necessity 
for the appropriation of further funds for direct lending by the Vet- 
rans Administration. : 


GOVERNMENT LIABILITY ON FHA- AND VA-INSURED LOANS 


This Subcommittee has made some study of the contingent liabili- 
ties of the Federal Housing Administration with respect to mortgages 
that it has insured and of the reserves for losses thereon that have been 
accumulated to date. It is generally recognized that, since the estab- 
lishment of the Federal Housing Administration in 1934, there has 
been an almost constant rise in real property values and that in con- 
sequence there has, as yet, been no test of the adequacy of the loss 
reserves of the Federal Housing Administration during any prolonged 
period of declining property values. 

It, therefore, appears desirable that an extensive study be made of 
the experience of mortgage lenders over a long term of years, in order 
to form a basis for determining minimum reserve standards that 
should be achieved by the Federal Housing Administration. 
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Recommendation No. 4: 


That an objective and independent long-range study be made of the 
prospective foreclosure and loss experience of the Federal Housing 
Administration’s loan insurance programs. 


With respect to mortgage loans partially guaranteed or insured 
by the Veterans Administration, no premium is charged and in con- 
sequence no loss reserves have been established. The contingent 
liability of the Federal Government in this direction at the end of 
September 1953 is now based on more than 2,688,000 guaranteed or 
insured loans outstanding, with estimated unpaid balances of approxi- 
mately $15,700,000,000, involving a contingent guarantee or insurance 
liability estimated at roughly $8,500,000,000. It appears desirable 
that the government should know the extent of possible losses under 
this liability. ; a ae 


Recommendation No. 3: 


That an objective and independent long-range study be made of the 
loss that may reasonably be anticipated on the loans subject to partial 
guarantee or insurance by the Veterans Administration under the 
provisions of the Servicemen’s Readjustment Act. 


DEVELOPMENT OF POTENTIALITIES OF LOCAL LENDING 
INSTITUTIONS THROUGH PARTICIPATION LOANS 


One of the real problems for which the Subcommittee has sought 
a solution is that of making mortgage.funds readily available to 
potential home buyers in areas of the country where there are not 
adequate current pools of capital. Some methods of meeting this 
problem have been suggested elsewhere in this report but the Sub- 
committee feels that one of the necessary steps in many areas is a 
mortgage loan participation plan. 

In the small and remote areas of our country there are lending 
institutions, such as trust companies, banks, and savings and loan 
associations, Whose understanding of local conditions and whose 
leadership in their communities make them the normal place for 
potential home buyers to seek mortgage loans. 

One rational solution of this problem would be for the local institu- 
tion to complete a satisfactory arrangement for a participation loan 
plan with a large institution having an adequate pool of capital. 
Then, when the local institution originates a mortgage loan, it would 
sell a participation in that loan to the larger institution in accordance 
with their previous agreement. 

The larger institution would be in a position to assist the local 
institution in the paper work involved in originating and processing 
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an FHA- or VA-insured loan. Many of the small institutions now 
find it difficult to keep up to date on these changing rules and regula- 
tions. 

Participation loans are not new to these local lenders. Many of 
them make short-term commercial loans on this basis. For example, 
in the western States, farm loans on cattle and the like are reportedly 
made on this basis. 

As a result of some investigation, the Subcommittee is confident 
that the larger institutions engaging in nationwide lending would 
find investment in mortgages in the small communities desirable 
if originated on this basis, with the local institution servicing them 
and owning an interest in them. 

The Subcommittee believes that such an arrangement would be 
beneficial to all the parties concerned. The large lending institutions 
would add sound mortgages to their portfolios without having to pay 
unusual finding fees. The lending institutions in the small com- 
munities would be given an opportunity to serve their communities 
and assist in their growth. The potential home buyer in these com- 
munities would have mortgage funds made available to them, with 
down payments and interest rates in line with those available in the 
larger urban centers, and still permit them to deal with local financial 
organizations in whom they have confidence. 

If such a plan is put into effect, the Subcommittee suggests that the 
Federal Housing Administration and the Veterans Administration 
cooperate with veteran groups and the various segments of the home 
building industry in a nationwide effort to inform local lending in- 
stitutions of the possibilities inherent in the participation loan plan. 
This plan, if properly implemented, will go far to eliminate the 
present remote area mortgage loan problem and that of direct Govern- 
ment lending to veterans. 


Recommendation No. 6: 


That appropriate amendments be made to the regulations of the 
Federal Housing Administration and of the Veterans Administra- 
tion, relating to loans guaranteed under the Servicemen’s Readjust- 
ment Act, so as to permit and encourage the origination and sale of 
participations in individual mortgages, and that appropriate amend- 
ments be made to Federal and State laws relating to the investment 
powers of financial institutions, where necessary to permit the 
purchase of such participations. 
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PRESIDENT’S ADVISORY COMMITTEE ON HOUSING POLICIES 
AND PROGRAMS 


Housing Credit Facilities Subcommittee Report, November 28, 1953 


Richard G. Hughes, Pampa, Texas, member of the Housing Credit 
Facilities Subcommittee, submits the following report and urges its 
adoption by the President’s Advisory Committee on Housing Policies 
and Programs, in substitution for the majority report of such 
Subcommittee. 


I. Interest Rates 


After careful consideration of the presentations made by the Sub- 
committee on Housing Credit Facilities, I am in agreement that the 
first necessity in providing an adequate flow of funds for FHA-in- 
sured and VA-guaranteed or insured mortgages is to place in a com- 
mittee of technically informed public officials responsibility for a con- 
tinuing review of the money market. 

However there has been discussion within this Committee of pos- 
sible replacement of the Housing and Home Finance Administrator 
with a Board of Directors. If this be the recommendation of the 
Committee, then the responsibility described above should be given, 
not to a committee, but to such over-all Board of Directors since de- 
termination of interest rate is fundamental policy affecting all hous- 
ing and home finance operations. In the event that such over-all 
Board of Directors does not include representatives of the Veterans 
Administration, the Board of Governors of the Federal Reserve 
System and the Secretary of the Treasury, it should be specifically 
provided that such representatives sit with the Board of Directors 
when it meets to review mortgage money rates. 

Such committee, or Board of Directors as the case may be, should 
seek to set a rate which reflects the longer cyclical swings in invest- 
ment yields. It should recognize mortgage market conditions rather 
than seek to predetermine them. The rate should provide funds for 
FHA-insured and VA-insured or guaranteed loans at the lowest feas- 
ible rate (after taking into account the advantages to lenders of the 
Insurance or guarantee) at which funds will flow in reasonable amount. 

The task of fixing a proper rate is a delicate one. Interest rates on 
FHA- and VA-insured loans cannot and should not fluctuate from 
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week to week or month to month as is possible in the case of conven- 
tional loans in which the rate is set by day to day bargaining between 
thousands of borrowers and lenders. I feel that the rate should be 
adjusted from time to time—but not at regular or fixed intervals as 
recommended in the Subcommittee majority preliminary report—in 
the discretion of the committee or Board of Directors, as it deems 
necessary or advisable to reflect longer term swings in the pattern 
of investment yields. I do not feel that interest rates for these loans 
should be changed so frequently as to disturb the flow of investment 
funds or to cause a chaotic and spasmodic pattern of investment while 
lenders either await an increase or accelerate their lending to avoid 
an anticipated decrease. 

Shorter term market movements, and differentials in the quality 
of the particular loan or the particular circumstances of the lender 
or the borrower should be reflected in the fees and charges permitted 
for FHA-insured and VA-insured or guaranteed loans. 

Permissible interest rates and the fees and charges on both VA- 
guaranteed loans and FHA-insured loans covering one-to-four-family 
houses should be equivalent. 

I feel that the rates set by the committee or Board of Directors 
should be subject to some reasonable statutory maximum. Within that 
maximum the committee or Board of Directors should seek to reflect 
a differential between mortgage interest rates and government bond 
yields of not more than 114 percentage points (though 2 percentage 
points might be allowed in the law) over the then current average 
yield on outstanding marketable obligations of the United States 
having a maturity date of ten years or more. 


IJ. Participation Loans 


I am particularly concerned with the problem of encouraging mort- 
gage investment in the smaller towns which generally are remote 
from centers of investment capital and not adequately served. The 
Subcommittee has recommended that Veterans Administration and 
Federal Housing Administration encourage participation loans and 
that power to purchase participations be included in the authority 
of the Central Mortgage Bank. 

I wish here to emphasize the possibilities of participation loans as 
a means of serving the smaller remote communities. Participation 
loans, in which the local bank advances a small part of the loan and 
services the entire loan and the major portion is provided by a larger 
bank from outside the area, have historically been employed as the 
main source of lending in remote areas in the cattle and oil businesses. 
The plan has worked successfully in those businesses, and I feel that 
it can provide tremendous help in the residential mortgage business. 
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Jt is my understanding that an extra service charge for mortgage 
loans in smaller towns is being recommended by the Subcommittee 
on FHA-VA Housing Programs and Operations. (See Recommenda- 
tion No. 9 of that Subcommittee.) Although I agree with that rec- 
ommendation, I believe that full use of the ‘geapiabis eis a pattern, as 
I suggest, may render it largely unnecessary. 

I feel further that a proper nationwide campaign by FHA and 
VA, in cooperation with veteran groups, material suppliers, and the 
various segments of the home building industry, following the pat- 
tern for participation loans by the Central Mortgage Bank, will 
go far to eliminate the present necessity for direct governmental loans 
to veterans. 

III. Central Mortgage Facility 


There is general agreement that, regardless of interest rate, the dis- 
tribution of funds for mortgage financing throughout the country is 
uneven and imperfect. In certain areas (notably the South, the 
Southwest and the Far West) rapid population growth is out of pro- 
portion to the rate of local capital accumulation. A Central Mortgage 
Bank in some form is essential if these areas are to import, from 
centers well supplied with capital, sufficient funds to meet their 
construction needs. Further, even in areas normally well supplied 
with local capital, there will be occasional brief, or seasonal, periods 
in which funds are temporarily not available. 

A Central Mortgage Bank in some form is therefore essential to 
continued sound mortgage lending on a nationwide scale. Adapted 
to the peculiar needs of mortgage investment, it would provide a 
reserve facility comparable to the facility provided by the Federal 
Reserve System for commercial banking. 

It is axiomatic that the need for such a facility will be proportion- 
ately reduced to the extent that interest rates on FHA-insured and 
VA-guaranteed or insured loans are fixed from time to time (as above 
suggested) at a level at which mortgage funds will rapidly flow. 
However, at any conceivable interest rate level the need for the facil- 
ity will persist to some degree. For example, during years 1938- 
1942, in which the mortgage interest rate on FHA-insured loans was 
entirely acceptable to investors (the VA-guaranteed loan system had 
not yet been established), the Federal National Mortgage Associa- 
tion purchased an annual average of approximately 50 million dollars 
as follows: 


198820liucis paseh SRR eee ao ake (Oa eS $37, 952, 000 
WOR OWES of d = tia ee Bo the sve wits ceed 92, 006, 000 
BOO oy 20. thot ae ey hae Sgr Ul Got ae aa oO 208, OOO 
117 RS = = aI tag ete LE acne 45, 935, 000 
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The necessity for a central mortgage facility to provide a sound 
and well distributed flow of mortgage funds will be particularly 
necessary to meet the extra burden which will be thrown upon the 
mortgage lending system of this country in providing the volume of 
financing necessary to support the reconditioning and rehabilitation 
program and the recommendations of other Subcommittees of this 
Advisory Committee. It is my understanding that proposals have 
been made to this Committee for the expansion of FHA insurance 
to meet types of need for which it does not now provide. I refer to 
those proposals to bring the productive forces of private industry to 
bear upon the tasks of rehabilitating blighted areas, reconditioning 
deteriorated structures, and of meeting the special needs of relocated 
and low income families. The mortgage system of this country has 
a grave responsibility in providing funds to make those programs 
possible. Zhe public interest will not countenance failure of these 
progressive programs by reason of lack of mortgage financing. 

The continued rapid industrial and population growth of the South, 
Southwest and Far West; the problems that may be expected as a re- 
sult of readjustments from time to time in Federal credit and fiscal 
policies; the prospect of continued high demand for mortgage money; 
and the absolute necessity that the mortgage system find means to 
expand its services to the nation—all imperatively require a sound and 
workable mortgage reserve facility. 

I agree with the Subcommittee that any such facility should operate 
as a secondary or reserve market and not as a primary buyer of mort- 
gages; that it should be self-supporting; that it should conduct its 
business at such prices and on such terms as will reasonably prevent its 
excessive use; that it should operate within its revenues and without 
expense to the Federal Government and without resort to Treasury 
funds. I do not agree that provision by the Federal Government of 
the original capital for such a facility, in the form of a loan repayable 
with interest—particularly if funds used for that purpose do not come 
out of the Treasury—constitutes contribution by the Federal Govern- 
ment. 

Moreover, I cannot agree with the exceedingly restricted viewpoint 
of the objectives and functioning of such a facility contained in the 
Subcommittee’s report. 

In my opinion, the objective of such a facility should be not merely 
the accumulation of maximum profit. It is equally important that it 
accomplish its only reason for being—the provision of an adequate 
and stabilized mortgage market so that homes may be provided in the 
volume, in areas, of the kinds, and at the prices that the market 
demands. | 
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I heartily concur that the facility should be so organized and its 
Board of Directors instructed by the Congress to operate in such 
fashion as to avoid becoming a primary mortgage buyer. To accom- 
plish this, the Board would necessarily have to conduct the operations 
of the facility in the light of the market for its debentures and of the 
current or reasonably foreseeable market (after a period of seasoning) 
for the loans which it buys. These natural limitations and the con- 
cept of purchasing at a price at (or possibly below) the market for the 
particular type of loan purchased would assure sound operation. 

The Board of Directors, in my opinion, rather than attempting to 
support a par market, should bear in mind the interest of the Federal 
Government in a progressive and forward-looking mortgage market. 
Without vision and a progressive concept the facility cannot assist in 
providing a sound nation-wide mortgage market but could easily be- 
come a force working toward the deterioration of the mortgage market. 

The proposals presented to the Subcommittee by various industry 
groups generally seemed to agree on two points: (1) That such a 
facility should obtain funds for its operation by the sale of its de- 
bentures and from payments (either for stock or as a fee for the use 
of the system) from users of the facility; and (2) That the facility 
should be controlled by a Board of Directors appointed by the Presi- 
dent, with the advice and consent of the Senate. Beyond these two 
generalities, testimony before our Subcommittee differed widely as to 
the source of the facility’s initial capital, the amount and type of its 
charges, and its functioning. 

I am firmly of the opinion that the Subcommittee’s recommendations 
will not and cannot result in the organization of a facility that would 
perform its intended functions as I see them and as I believe the public 
interest requires. I feel strongly that a facility established in accord- 
ance with the Subcommittee’s recommendations will only serve to re- 
duce the volume of mortgage lending; to tend towards increase of down 
payments on mortgage loans; to shorten mortgage maturities; and 
have a tendency to increase interest rates. Its effect on the mortgage 
market will not, in my opinion, be of any value whatsoever insofar as 
the great mass of mortgage borrowers are concerned. And, above all, 
it will not help to introduce to the market insured loans under the pro- 
posed FHA Sections 220 and 221. 

The ability of the facility to perform its intended function depends, 
of course, entirely on its ability to sell its debentures at appropriate 
prices. On this point, no evidence of any weight was presented to the 
Subcommittee which would justify it in concluding, as it has, that a 
newly organized facility of the type proposed could successfully mar- 
ket its debentures. However, the facility, if operated as the Subcom- 
mittee suggests would not need to issue many debentures because it 
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would do little, if any, business. In this respect, therefore, in my opin- 
ion, the recommendations of the Subcommittee entail grave risk to the 
mortgage lending industry and to the continuance of a healthy home- 
building industry. 

I feel further that the Subcommittee has entirely ignored the prob- 
lem presented by the delays necessarily involved in establishing and 
staffing a new agency of government (as this would be). According 
to all governmental experience, the agency could not hope to com- 
mence to operate for at least one year from the date of enactment of 
legislation authorizing it. 

In my opinion, the Subcommittee has failed to take into account, or 
even carefully to examine, the history and operating experience of the 
Federal National Mortgage Association, which was originally con- 
ceived in 1938 for the very purpose here under consideration. That 
agency performed its function as a reserve facility with notable success 
from its inception until the postwar years. Reference to its operating 
statistics (which were available to the Subcommittee) will show that 
down through the fiscal year ending June 30, 1948, it bought only in 
modest volume and its purchases were well balanced by resales, reflect- 
ing the ebb and flow of the availability of credit, as is the proper func- 
tioning of a central mortgage bank. The Subcommittee has unjus- 
tifiably assumed, in my opinion without proper consideration, that 
establishment of the type of secondary mortgage facility under discus- 
sion requires destruction of FNMA and substitution of an entirely 
new, different and untried facility. The Subcommittee has taken no 
account of the fact that use of FNMA in recent years as a govern- 
mental support operation, comparable to the Federal Reserve peg 
under government bonds which existed until early 1951, was at the 
direction of the Congress in an attempt to provide support to the 4% 
GI loan rate. It would be equally sensible to have concluded that the 
Federal Reserve System should be scrapped because, during the war 
years and until 1951, it supported government bonds at a price designed 
te permit Treasury financing at low interest rates. ) 

It seems to me important to consider carefully that, under its exist- 
ing statute, FNMA has legal authority to sell its securities to the public 
and: has at least some experience in marketing its securities. In 19388 
it offered two public issues of five-year notes which were heavily over- 
subscribed. In May, 1938, an issue of “$25 million or thereabouts” at 
an interest rate of 2% was so heavily oversubscribed that subscription 
books were closed one day earlier than had been announced. Subscrip- 
tions were received from 4,500 subscribers for a total of $1,805,000,000. 
Again, in December, 1938, an issue of “$50 million or thereabouts” at 
154% was announced and subscriptions received within five days from 
2,000 subscribers for an aggregate of $1 billion 175 million. 
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Since its organization in 1938, the Federal National Mortgage 
Associations has not only defrayed all its operating expenses out 
of its profits but has paid the Federal Government interest on every 
dollar of its borrowings and, in addition, has paid to the Treasury 
aggregate dividends of $91 million dollars. 

Even after such payment, as of September 30, 1953, FNMA had 
accumulated out of its earnings approximately $42,500,000 which it 
carries on its books as undistributed surplus and reserve for losses. 
It is accumulating a net surplus currently at the rate of approximately 
$214 million dollars per month (August, 19583—$2,554,887; Septem- 
ber—$2,557,984). Thus, by the end of the current stall sine on June 
80, 1954, (and legislation to establish a secondary mortgage facility 
could hardly be enacted much before then) there should have been 
accumulated in FNMA out of earnings a total of surplus and reserves 
of approximately $65 million dollars. 

I cannot conceive how any sound and objective examination of the 
problem of providing a secondary mortgage facility can ignore the 
fact than an appropriate facility could be simply and quickly estab- 
lished without undue shock to the sensitive mortgage market by 
amending the statute under which this agency, fully experienced in 
this type of mortgage operation, now functions. Nor do I under- 
stand how any objective consideration of the problem can ignore the 
tremendous task involved in handling the huge existing FNMA 
portfolio. It seems to me clear that the one reasonable and feasible 
method of transition from a policy of government support of the 
mortgage market to a secondary market operation zs to convert FNMA 
into the type of facility desired. In that way, the market for de- 
bentures could be gradually tested ; the facility could commence opera- 
tion immediately upon enactment of legislation; and there would be 
no shock to the mortgage market through interruption of the impor- 
tant and delicate task now being performed by FNMA in servicing and 
eradually selling its existing portfolio. 

I am cognizant of the fact that it would be desirable insofar as 
possible to initiate the new operation with capital not derived from 
the United States Treasury. I therefore recommend that at the time 
of its conversion into the secondary mortgage market facility here 
contemplated, the Federal National Mortgage Association, out of its 
surplus and reserves, pay back to the Treasury the $21 million in 
capital and paid in surplus originally provided to it, and that the 
remainder of its net earnings (in the form of its reserves and then 
undistributed earned surplus) be transferred into the capital account 
of the new facility. This should start the facility in business with 
a capital account of approximately $40 million, none of which will 
be derived from the Treasury, but will have come from the earnings of 
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the new facility’s predecessor, in the same fashion as the new facility 
will thereafter accumulate capital and surplus through its own 
operations. 

For all of these reasons I recommend that a secondary market 
facility be provided by amending Title III of the National Housing 
Act, as amended, to provide as follows: 

1. The name of the Federal National Mortgage Association shall be 
changed to “National Mortgage Marketing Corporation”, under 
which name it shall operate as a constituent agency of the Housing 
and Home Finance Agency. Thereafter, it shall function entirely on 
funds derived from its operations, as below described, and the legisla- 
tion should make clear that no funds will be provided to it from the 
Treasury. 

2. It shall have power to (a) purchase, service and sell mortgages 
insured by FHA or guaranteed or insured by VA, (b) purchase and 
sell participations in such mortgages up to 90% of the principal 
amount thereof, (c) lend on the security of such mortgages, and (d) 
issue its commitment for any of the foregoing purposes. 

In exercising its said powers, it shall purchase or lend at prices and 
on such terms as will provide reasonable assurance that the facility 
will be used as a secondary and not as a primary market, bearing in 
mind the considerations expressed above in this report. 

3. All of its powers shall be exercised under such general policies 
as its Board of Directors (hereinafter provided for) may, from time 
to time, prescribe. 

4. In establishing general policies for the facility, the Board of 
Directors shall not be restricted with respect to (a) amounts which 
may be purchased from any one lender; (b) purchasing from the 
original lender; (c) maximum dollar limit on the original principal 
amount of a mortgage which may be purchased; (d) mortgages guar- 
anteed or insured during a specified base period; or any similar pres- 
ent statutory restrictions on FNMA operations. However, the 
Board of Directors shall have power to prescribe these or other re- 
strictions on the operations of the facility as the Board may deem 
necessary to assure sound operation and to meet the Nation’s mortgage 
marketing needs. 

5. The Corporation shall have customary powers of quasi-public 
corporations, including exemption from Federal and State taxation 
but not from local real estate taxes on properties it may own or 
acquire. The securities issued by the Corporation shall, in accord- 
ance with Federal policy, be subject to Federal income taxation. 

6. (a) The present FNMA capital and paid in surplus of 21 mil- 
lion dollars shall be immediately repaid to the Treasury. 
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(b) Initial capital shall be provided to the new Corporation by 
transfer to it of the surplus and reserves of FNMA as of June 30, 
1954. Thisshould provide capital of approximately 40 million dollars. 

7. (a) All the assets of FNMA shall be assumed by the Cor- 
poration for liquidation. Proceeds of the liquidation of the mortgages 
comprising such assets shall be applied on account of the indebtedness 
of FNMA to the Treasury, whether such proceeds are received by 
amortization of principal or by the sale of the mortgages (if such 
sale can be accomplished in an orderly manner without detriment 
to the mortgage market). Proceeds of debentures issued against such 
mortgages shall be allocated reasonably to such indebtedness and to 
establish reserves for such debentures. 

(b) Net earnings of the Corporation in excess of estimated require- 
ments for the succeeding year, as determined by the Corporation’s 
Board of Directors, shall be transferred at the end of each fiscal year 
to the capital account of the Corporation, as earned surplus. Such 
surplus shall be used in the following order : 

- (1) to accumulate reserves up to $50 million dollars, in order to 
assist in assuring marketability for debentures of the Corporation; 

(2) to pay noncumulative dividends as the Board of Directors shall 
in its discretion declare, but at a rate not to exceed in any fiscal 
year the average rate of interest paid by the Corporation upon its 
outstanding debentures; 

(83) to accelerate repayment to the Treasury of the FNMA indebipds 
ness which the Corporation assumes; and 

(4) after liquidation of such ind diac for such purposes as the © 
Board of Directors of the Corporation may determine. 

8. The Corporation shall do business only with banks, savings and 
loan associations, insurance companies and other lending institutions 
which are chartered and supervised by State or Federal authorities and 
with mortgage companies which are approved FHA mortgagees or 
specially approved by the Corporation as appropriately capitalized 
and experienced in mortgage lending. | 

9. The Corporation shall have power, with the prior approval of 
the Secretary of the Treasury, to issue its debentures in an amount 
not exceeding (a) 15 times its capital and surplus account plus (b) 1 
billion dollars outstanding at any time or the then unpaid principal 
amount of the mortgages acquired from FNMA, whichever is less. 
The entire proceeds of debentures issued under (b) shall be paid over 
to the Treasury to retire the indebtedness due on FNMA’s assumed 
porifolto, 

10. (a) In order to do business with the Corporation, an eligible in- 
stitution or company shall own stock in the Corporation in an amount 
equal to 2% of the unpaid principal amount of the mortgages or par- 
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ticipations it sells to the Corporation or of amounts it borrows from 
the Corporation, and shall at all times maintain ownership of stock in 
such proportion until the mortgage participation or loan is repaid to 
or sold or liquidated by the Corporation. 

Such stock shall be non-voting; shall be entitled to receive non- 
cumulative dividends as may be declared, in the discretion of the 
Board of Directors, at a rate not to exceed in any fiscal year the average 
rate of interest paid by the Corporation upon its outstanding securi- 
ties; and may, in the discretion of the Board of Directors, be redeemed 
by the Corporation after the Corporation has liquidated the indebted- 
ness to the Treasury which it assumed from FNMA. 

(b) At such time as the Corporation shall have fully repaid to the 
Treasury of the United States the FNMA indebtedness which the 
Corporation assumed, together with interest thereon, the Corporation 
shall apply on account of reimbursement to the Treasury of the origi- 
nal capital provided to it as described in 6 (b) above the amount of its 
capital account which has been derived from stock purchased by users 
of the facility or other subscribers. Amounts from subsequent users 
shall be similarly applied until the Treasury has been repaid with 
interest. The Corporation shall be entitled to retain surplus up to a 
maximum of $50 million dollars. Thenceforward, the stock held 
by the users of the facility shall constitute the capital stock of the 
Corporation and the owners thereof shall be entitled to receive divi- 
dends thereon as the Board of Directors may in its discretion 
determine. | : 

11. The affairs of the Corporation would be managed by a President 
appointed by the President of the United States with the advice and 
consent of the Senate. Policy matters of the Corporation would be 
determined by a five-man Board of Directors consisting of (1) the 
President of the Corporation, who shall serve as Chairman; (2) the 
Administrator of the Housing and Home Finance Agency; and (38) 
three private citizens appointed by the President, who shall be experi- 
enced in and broadly representative of home building or residential 
mortgage financing. Not more than two of the five members of the 
Board shall be appointed from any segment of the home building or 
residential financing industries. Members of the Board shall not re- 
ceive compensation for their service as Directors but the three 
nongovernmental members shall receive actual travel expenses for 
attendance on Corporation business and a per diem. ‘The three non- 
governmental members shall be appointed for six year terms, stag- 
gered in such fashion that the term of one of them expires every two 
years. 
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The Board shall meet at least once each month and its meetings 
shall be attended by designees respectively of the Chairman of the 
Board of Governors of the Federal Reserve System and of the Secre- 
tary of the Treasury. 

12. In addition to the Board of Directors, there shall be an Advisory 
Council of twelve members, appointed by the President for terms of 
six years, staggered in such manner that the terms of four of them 
shall expire every two years. Such persons shall be experienced in and 
broadly representative of home building and residential mortgage 
lending and shall generally represent the various areas of the country 
geographically. The Advisory Council shall meet at least four times 
during each calendar year and oftener on the call of the President of 
the Corporation. Its function shall be to advise the Board of Direc- 
tors with respect to policy of the Corporation. Members of the Coun- 
cil shall receive no compensation for their services as such, but shall 
receive travelling expenses and per diem compensation. 

13. Debentures issued by the Corporation may be of two types; (a) 
not.guaranteed by the Treasury; or (b) guaranteed as to principal 
and interest up to such aggregate maximum amount, within the limit 
of the Corporation’s debenture-issuing power as above described, as 
the Secretary of the Treasury may approve. It is contemplated that 
debentures of the latter type may be deemed advisable in order to 
provide a secondary market for loans under the expanded FHA au- 
thority recommended by other Sub-Committees in connection with re- 
habilitation and the provision of homes for relocated and low income 
families, and shall not exceed the amount of such loans acquired by 
the Corporation. 

14. Initially, the Corporation would deal only in mortgages on resi- 
dential properties insured by FHA or guaranteed or insured by VA. 
It would, however, be directed to study and report to the Congress 
with respect to the feasibility of dealing in other mortgages. 

15. By amendment to appropriate statutes, national banks and fed- 
eral savings and loan associations would be authorized to deal with the 
Corporation. 

16. Obligations of the Corporation would be made legal investments 
for trust and public funds subject to federal law. 

I believe this plan would work. Its debentures would sell because 
the Corporation would start with earnings of 30 million dollars per 
year. It would make Sections 220 and 221 work because it could pro- 
vide funds needed to make it work while private lenders were waiting 
for time to prove that the new Sections were economically sound. 
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REPORT OF THE SUBCOMMITTEE ON ORGANIZATION 
OF FEDERAL HOUSING ACTIVITIES IN THE FEDERAL 
GOVERNMENT | 


Your Subcommittee has heard a number of witnesses from within 
the Government and has polled a number of outside organizations and 
industry groups to obtain their views on the question of how best to 
organize the Federal Government’s housing activities. While the 
recommendations from these various sources vary widely, there is one 
fact which is common to the diverse reports and recommendations— 
no one is satisfied with the present form of organization and assign- . 
ment of responsibilities. 

It is the opinion of your Subcommittee that there are three princi- 
pal problems which should be resolved in developing recommendations 
for the reorganization of the Housing Agency. These are: 

1. The present Housing and Home Finance Agency is headed by an 
Administrator who is responsible for “general coordination and su- 
pervision” of the activities of the entire Agency. Your Subcommittee 
has been impressed with the fact that “general coordination and 
supervision” appears to mean all things to all men and results in a 
situation which is satisfactory to no one. It is completely unclear as 
to what the responsibilities of the Administrator are and by the same 
token those responsible for constituent operations are equally unclear 
as to what their specific responsibilities for Agency operation are in- 
tended to be. 

2. Even the task of carrying out the undefined responsibilities of 
supervision and coordination are somewhat ineffectually discharged 
because of the fact that the Administrator’s immediate office has since 
1947 been saddled with a substantial number of operating activities 
which have tended to divert that office from the major task of ad- 
ministering a central agency. 

3. A serious question has been raised in several quarters as to 
whether it is possible to administer a smooth-running organization 
which contains such incompatible elements as grant-in-aid programs 
and business type activities. This difficulty has been characterized as 
tending to create a situation in which the government is administer- 
ing neither sound credit activities nor sound welfare activities. 
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At the present time the Housing and Home Finance Agency consists 
of an Administrator’s office which was originally assigned the task 
of general coordination and supervision. Since the creation of the 
Agency in 1947 the Administrator’s office has been given by legislation 
or reorganization plan the following direct activities: 


1. Slum Clearance and Urban Redevelopment. 
2. Housing Research. 
38. Community Facilities and Special Operations, including 
(a) Maintenance and disposition of defense public works. 
(6) Advance planning of non-Federal public works. 
(c) Defense community facilities and services. 
(dq) Alaska housing program. 
(e) Prefabricated housing loans. 
(7) College housing program. 
(g) School construction. 
4, Disposition of Lanham Housing. 
5. Programming of Defense Housing. 
6. Federal National Mortgage Association. 


In addition the Administrator has Staff Assistants for Compliance, 
International Housing Activities, Congressional Liaison, and Racial 
Relations. The Administrator also maintains a Legal Staff and an 
Administrative Staff, concerned with the general housekeeping func- 
tions of Budget, Organization, Personnel, Administrative Services, 
etc. There is also a staff assigned to a continuing appraisal of Agency 
programs. 

In addition to the Administrator’s office, the Agency now has three 
self-contained constituents: The Federal Housing Administration, 
the Public Housing Administration and the Home Loan Bank Board. 
Reorganization Plan No. 3 of 1947 also set up a National Housing 
Council on which representatives of the Veterans Administration, the 
Department of Agriculture, the Department of Defense, the Depart- 
ment of Labor, and the Department of Health, Education and Welfare 
are represented. The Housing Administrator is Chairman of the 
Council, and the heads of the three constituents serve as members. 
The National Housing Council appears to have no real authority, 
but was intended to operate as a forum charged with the responsibility 
of attempting to bring about a proper degree of coordination among 
the activities of all agencies of Government concerned directly or 
indirectly with housing. 
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DEFICIENCIES IN PRESENT FORM OF ORGANIZATION 


The major deficiency, in the opinion of your Subcommittee, in the 
present form of organization has been the loading of direct operating 
functions on the Administrator’s office, thereby impairing the ability 
of that office properly to discharge its responsibility for supervision 
and coordination. The transfer and creation of. one operating ac- 
tivity after another in the Administrator’s office has necessarily led 
to duplication of skills with the constituent agencies and, more im- 
portantly, inadequate attention to the resolving of basic molars issues, 
which in the opinion of your Subcommittee, seu be the principal 
function of a Housing Administrator. 

Your Subcommittee has also been impressed by the testimony of 
witnesses to the effect that the Administrator of the Housing and 
Home Finance Agency is currently a Federal official with substantial 
responsibilities and virtually no authority to carry out those re- 
sponsibilities. Regardless of the terms of the Reorganization Plan 
which established the Housing and Home Finance Agency, it is 
natural to expect the President, the Congress, and the public to look 
to the Administrator as the responsible top housing official in the 
Federal Government. At the same time he is without clear and 
unmistakable authority, except for those operations directly under his 
control, to do more than engage in diplomatic cajolery with the heads 
of the respective constituent agencies where conflicts of interest 
among the respective programs occur. Such a position, we are con- 
vinced, is untenable and does not follow the rudimentary principles of 
sound organization. 

Such a situation is equally disadvantageous to the heads of the re- 
spective constituent agencies within the Housing and Home Finance 
Agency. The Subcommittee found much evidence of unresolved 
policy issues between the office of the Administrator and the several 
constituents. It also found ample evidence of needless friction result- 
ing from a lack of any common or accepted understanding as to the 
extent of the Administrator’s responsibilities and the appropriate 
functions of his staff, including a belief on the part of some constituent 
officials that there have been unreasonable administrative restrictions 
on the daily operations of the constituent agencies. These are added 
reasons why your Subcommittee cannot be satisfied with the present 
form of organization. 

One of the unfortunate results of the present administrative setup 
has been the failure to achieve the degree of program integration which 
should prevail among the Federal Government’s several housing pro- 
grams. For example, the Public Housing Administration, the Fed- 
eral Housing Administration and the Division of Slum Clearance and 
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Urban Redevelopment may from time to time each deal with the same 
community on what is essentially the same local project. Each of 
these Agencies has its own requirements and the city must deal sepa- 
rately with the three agencies involved. In the end the result is a 
series of annoying conflicts among administrative requirements re- 
sulting in long, expensive, and unnecessary negotiations before a 
project area is in fact cleared, a public housing project provided, and 
FHA insurance obtained on a redevelopment project. Other examples, 
not quite so pointed but none the less irritating, could be recited. 

Certainly a major deficiency in the present organizational frame- 
work is the failure to include the Veterans Administration Loan 
Guaranty Program within the policy framework of the single housing 
agency. The result has been a gradual build-up of duplicated field 
activities and in an unfortunate number of cases an outright competi- 
tive approach to the underwriting of guaranteed and insured loans 
between the Federal Housing Administration and the Veterans 
Administration. 


GENERAL RECOMMENDATIONS 


Your Subcommittee has seriously considered the possibility of di- 
vorcing the grant-in-aid programs now within the housing agency 
from self-supporting business type activities. While there is much 
which is appealing to the Subcommittee in this approach, we have 
finally concluded that such a surgical cure would probably be more 
detrimental from the standpoint of sound management of the Execu- 
tive Branch than would be a tighter reorganization of all housing 
functions within a single over-all agency. 

Your Subcommittee therefore recommends that the Housing Agency 
be headed by an Administrator appointed by the President and sub- 
ject to confirmation by the Senate. The Administrator of the new 
reorganized agency should have no direct operating responsibilities 
but should be given necessary staff assistance. The staff assistance 
should include such officials as a Chief Counsel, a Chief Economist, a 
Budget Officer, and Staff Advisers for Compliance, Racial Relations, 
and Labor Relations. Each of these officials should be top-notch ex- 
perts, and should be given only such modest staffs as are necessary for 
them to carry out their assigned task of advising the Administrator in 
their respective fields. They would be expected, however, to give 
real leadership (through the respective heads of the constituent agen- 
cles) to the staffs of the constituents. 

It is further recommended that the remaining functions of the 
Agency be reorganized into five principal constituents, headed by 
Presidentially appointed officials, each of whom shall be subject to the 
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supervision of the Administrator on matters of policy. The five 
constituents are identified as follows: 

1. The Federal Housing Administration, perhaps renamed the Fed- 
eral Mortgage Insurance Administration. 

2. The Public Housing Administration. 

3. A new agency responsible for slum clearance, urban redevelop- 
ment and community facilities activities, perhaps named une Urban 
Renewal Administration. 

4. A Board responsible for the administration of both the Federal 
Home Loan Bank System and the National Mortgage Marketing Cor- 
poration, perhaps renamed the Federal Home Loan Board. 

5. A liquidation unit, responsible for the management and dispo- 
sition of Lanham housing, loans to the manufacturers of prefabri- 
cated housing, Alaska housing loans, etc. This unit might be called 
the Housing Management and Disposition Administration. _ 

It is further recommended that this fifth unit be responsible for the 
management and liquidation of acquired properties resulting from 
the activities of the Federal Housing Administration and the National 
Mortgage Marketing Corporation. There seems little reason for each 
major constituent to establish separate mortgage servicing or property 
management units when all such activities are so similar in nature 
that they could well be consolidated. 

It is further recommended that the Administrator be provided 
with a statutory Advisory Board composed of the heads of the five 
constituents above described and a representative of the Administra- 
tor of Veterans’ Affairs. The Administrator should be required to 
review thoroughly with such Board all current major policy matters 
with a view toward arriving at the best possible across-the-board de- 
cisions. It should be clear, however, that in the event the Advisory 
Board is unable to reach a conclusion on particular policy questions or 
if the Administrator is unable to approve the conclusions of the Ad- 
visory Board, that his own decision can be independently made and 
enforced. With the establishment of the Advisory Board there would 
seem to be no further need for the National Housing Council and it is 
therefore recommended that this latter organization be abolished. 


REASSIGNMENT OF MISCELLANEOUS AUTHORITIES NOW IN 
THE ADMINISTRATOR’S OFFICE 


Your Subcommittee recommends the following disposition of the 
several operating activities now in the Administrator’s office: 

1. Slum clearance and urban redevelopment—This program, 
amended to transform and extend it into a broad program of urban 
renewal, should become the nucleus of a new constituent known as 
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the Urban Renewal Administration. It is also recommended that 
staff of the Community Facilities Service not otherwise transferred 
(see below) be assigned to this constituent. 

2. Housing research.—This program is now in liquidation and your 
Subcommittee does not recommend that it be reinstituted on the former 
basis. At the same time, your Subcommittee is impressed with the 
need for better current statistical data on the volume and types of 
residential construction, mortgage financing trends, etc. It is the 
opinion of the Subcommittee that better data of these types should be 
obtained through the Bureau of the Census and other data collection 
facilities in the Department of Commerce, and the Bureau of Labor 
Statistics, agencies which have the facilities for collecting such infor- 
mation on a completely objective basis. 

3. Community facilities and special operations—This organiza- 
tional unit now includes a number of miscellaneous programs. The 
Subcommittee suggests the following disposition of these activities: 

(a) Maintenance and disposition of defense public works.—This 
represents the windup of the Lanham Act public works provided in 
World War II. The remaining workload is small, and should be 
liquidated as rapidly as possible by staff transferred to the Housing 
Management and Disposition Administration. 

(0) Advance planning of non-Federal public works.—This activity 
is also in liquidation and should be expedited to conclusion by the 
new Urban Renewal Administration.. | 

(c) Defense community facilities and services.—This is an emer- 
gency activity under Public Law 189, 82nd Congress. Your Subcom- 
mittee is not impressed with the need for continuing this legislation, 
and recommends that it be allowed to expire on June 30, 1954. Staff 
transferred to the Urban Renewal Administration should windup any 
remaining projects as rapidly as possible. 

(d) Alaska housing program.—Your Subcommittee is of the 
opinion that the need for this program has passed. Any cases in 
process could well be delegated to the Housing Management and Dis- 
position Administration or to the Federal Housing Administration for 
handling, and no new business should be accepted. 

(e) Prefabricated housing loans—Your Subcommittee is agreed 
that this program has properly been placed in liquidation. It further 
recommends that the servicing and disposition of outstanding loans 
be assigned to the Housing Management and Disposition Adminis- 
tration. 

(f) College housing program.—Your Subcommittee is of the 
opinion that this is not properly a housing activity. It should be 
transferred to the Office of Education, Department of Health, Educa- 
tion and Welfare. 
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(g) School construction program—Your Subcommittee is of the 
opinion that this is not a proper activity of a housing agency, and 
recommends that it be assigned to the Office of Education, Department 
of Health, Education and Welfare. 

4. Disposition of Lanham housing.—Although responsibility for 
this function vests in the Housing Administrator, actual operations 
have been delegated to the Public Housing Administration. Your 
Subcommittee is of the opinion that it is a mistake to merge a program 
of housing disposition with a program of low-rent housing,.and there- 
fore recommends that this activity be transferred to the new Housing 
Management and Disposition Administration. 

5. Programming of defense housing.—Y our Subcommittee is of the 
opinion that this activity could well be abandoned, and does not 
recommend an extension of Public Law 139, 82nd Congress. Any 
windup necessary to the termination of this activity could well be 
delegated to the Federal Housing Administration. 

6. Federal National Mortgage Association—Your Subcommittee 
recommends that the Federal National Mortgage Association be trans- 
ferred, for purposes of liquidation, to the new National Mortgage 
Marketing Corporation. 

7. Staff services —Your Subcommittee recommends that interna- 
tional housing activities be transferred to the Foreign Operations Ad- 
ministration. It also recommends that Compliance and Racial Rela- 
tions Activities be maintained in the Office of the Administrator as 
necessary to the proper discharge of supervisory responsibilities. 


. 
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Executive Order 10486 


PROVIDING FOR THE ESTABLISHMENT OF THE ADVISORY 
COMMITTEE ON GOVERNMENT HOUSING POLICIES AND 
PROGRAMS 


.By virtue of the authority vested in me by the Constitution and 
Statutes, and as President of the United States, it is hereby ordered as 
follows: 

1. There shall be established the Advisory Committee on Govern- 
ment Housing Policies and Programs. 

2. The Committee shall make, or cause to be made, studies and 
surveys of the housing policies and programs of the Government 
and the organization within the Executive Branch for the administra- 
tion of such policies and programs, and shall advise the Housing 
and Home [Finance Administrator and the President with respect 
thereto. 

3. The Housing and Home Finance Administrator shall serve as 
the Chairman of the Committee, and the other members of the Com- 
mittee shall be appointed pursuant to the provisions of this Executive 
Order and Section 601 of the Housing Act of 1949 (63 Stat. 489; 12 
U.S..C.d7018). 

4. To work directly with the Housing and Home Finance Admin- 
istrator in the task of directing specific studies and surveys and devel- 
oping concrete recommendations, there shall be in the Committee an 
Executive Committee, consisting of members of the Committee des- 
ignated for such purpose, and the Housing and Home Finance Ad- 
ministrator shall serve as the Chairman of such Executive Committee. 

5. Administrative expenses in connection with the work of the Com- 
mittee, including expenses of advisers and consultants appointed by 
the Chairman in connection therewith, shall, upon authorization 
therefor by the Chairman or his delegatee, be paid pursuant to the 
authority therefor under the heading, “Housing and Home Finance 
Agency, Office of the Administrator” in the Supplemental Appropria- 
tion Act, 1954 (Public Law 207, Eighty-third Congress, approved 
August 7, 1953). 

Dwicut D. E1srenHOWwER. 


THe Warts Hovusr, _ 
September 12, 1953. 


; \ 
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Pursuant to Executive Order 10486 the President appointed the 
following persons as members of the Advisory eames on Govern- 
ment Housing Policies and Programs: 
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Grorcr L. Buss, President, 

Century Federal Savings & Loan 
Association, 

New York, N. Y. 


Ernest J. Bown, Director, 

Cleveland Metropolitan Housing 
Authority, 

Cleveland, Ohio. 


Eunety A. Camp, Jr., Vice Presi- 
dent and Treasurer, 

Liberty National Life Insurance 
Co., 

Birmingham, Ala. 


Mites L. Coizan, 
Economist and Author, 
Washington, D. C. 


_ A. R. Garpner, President, 


Federal Home Loan Bank of Chi- 
cago, | 

Chicago, Ill. 

RicHarp J. Gray, President, 

Building and Construction Trades 
Department, 


American Federation of Labor, 
Washington, D. C. 


Ricuarp G. Hucuers, First Vice 
President, 

National Association of Home 
Builders, 

Pampa, Tex. 


Ropney Lockwoop, Past Presi- 
dent, 

National Association of Home 
Builders, 


Detroit, Mich. 

Wiuuram A. Marcus, Senior Vice 
President, 

American Trust Co., 

San Francisco, Calif. 


Hh Ang a aia 







Norman P. Mason, 7 vreasurer, 
William P. Proctor Co., 
North Chelmsford, Mass. 


Rosert M. Morean, Vice Presi- 
dent and Treasurer, 

The Boston Five Cents Savings 
Bank, 

Boston, Mass. 


THomas W. Moszs, Attorney, 
Pittsburgh, Pa. 


Axset Nrietsen, President, 
Title Guaranty Co., 
Denver, Colo. 


Rospert Patrick, Financial Vice 
President, 

Bankers Life Insurance Co., 

Des Moines, Iowa. 


JAMES W. Rovss, 
The Moss-Rouse Co., 
Baltimore, Md. 


Bruce C. SAvace, 
Bruce Savage Co., 
Indianapolis, Ind. 


JoHN J. Scutiy, Vice President, 

The Chase National Bank of the 
City of New York, 

New York, N. Y. 


ALEXANDER SUMMER, 
Alexander Summer Co., 
Teaneck, N. J. 


James G. Tumors, Chairman, 

CIO Housing Committee, 

Pittsburgh, Pa. 

Rauteu T. Waker, Past Presi- 
dent, 

American Institute of Architects, 

New York, N. Y. 

Pauu R. Witu1ams, Architect, 

Los Angeles, Calif. 


Ben H. Wooren, President, 


WFirst National Bank, 


Dallas, ‘Tex. 
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